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ON THE COVER 


The tornado that hit Fargo in 
June completely destroyed the 
home of Lt. Col. Homer G. Goebel, 
base detachment commander of 
the North Dakota Air National 
Guard and a member of the Air 
National Guard Credit Union. See 
pictures on page 22. 
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mortage brokers fleece Californians 


the 1957 California 
legislature has been 
trying to find a way to 
protect borrowers 
against a group of loan 
sharks who specialize 
in getting signatures 

on blank contracts. 
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NSCRUPULOUS mortgage loan 

brokers have victimized the peo- 
ple of California systematically since 
1950. This year new legislation has 
been enacted to curb the abuses; it 
may or may not work. Meanwhile, 
the victims who signed contracts be- 
fore this summer are, many of them, 
still suffering. 

Take the case of the Rev. Michael 
Brink, a retired foreign missionary, 
who borrowed money from the Ideal 
Mortgage Company as a result of 
their television advertising. 

Mr. Brink lives with his wife on a 
monthly income of $215, which in- 
cludes social security payments, state 
old age assistance and a small amount 
of rental income. 

He went to the Ideal Mortgage 
Company for a $1,000 loan, and was 
assured that the charges would be 
$350 and “not a nickel more.” He 
assumed, therefore, that that in- 
cluded interest. He already had a 
first trust deed on which he was pay- 


ing $84 a month. He agreed to a 
second trust for 18 months with 
monthly payments of $30. He asked 
what he would have to do at the end 
of the 18 months, and was told that 
he would be able to continue paying 
$30 a month till the loan was paid. 

He and his wife signed a number 
of papers in blank. Then he was told 
that the security of his home was in- 
adequate, and a man and woman 
came to his home and made up a list 
of his furniture. He then signed 
another paper in blank. 

When Reverend Brink received his 
check for $1,000 and made his first 
$30 payment, he was given a pay- 
ment book. He noticed that the face 
amount of the note was $1350, that it 
bore interest at 10 percent, and 
matured in 18 months. He called at 
the Ideal office and said this was 
more than he could afford to pay. A 
clerk told him, “You signed your 
name and that’s what you have to 
pay.” After 18 months, he would still 
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The committee’s 
preliminary report, pub- 
lished in March 1956, said, “Literally 
hundreds of complaints of sharp and 
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were 
record with the Real Estate Commis- 
the the 
Corporation Commissioner, the Dis- 
trict Attorney, the Los Angeles Police 
Bunco Squad, the Legal Aid Founda- 
tion and other public and private 


unscrupulous actions on 


sioner, Attorney General, 


agencies.” 

What services loan 
brokers to They 
find money sources for loans secured 


do 


borrowers ? 


mortgage 
offer 


by real property. Most of these loans 
are for real estate purchases. Some 
are to refinance earlier mortgages 
and reduce the borrower’s payment 
load, or to provide the funds for 
additional construction or home re- 
pairs. Other mortgage loans are for 
cash funds to enable the borrower to 
purchase household furnishings or to 
meet spec ial emergency needs. 

[here are several types of mort- 
rages. One of these is the first mort- 
a lien on the borrower’s prop- 
before all 


other liens in the event of foreclosure. 


gage 
erty which has priority 
Second mortgages, as well as third 
and fourth mortgages, are liens with 
When a 
who already has a first mortgage on 
his property, needs a modest amount 


lesser priority. borrower, 





of additional cash, he frequently can 
obtain it by giving a second mortgage 
as security. The value of the second 
mortgage depends upon the amount 
of equity which the homeowner holds 
in his property; naturally, the risk 
of lending money on a second mort- 
gage is substantially greater than a 
similar loan on a first mortgage. 

But mortgage loan brokers are not 
lenders. Their charges are in no way 
related to risks. All they do is to find 
sources of loan funds for their clients. 
For this service the borrower-client 
pays a fee. He also pays escrow and 
other charges. And in addition, the 
borrower pays interest charges to the 
lender, which may not exceed the 
legal maximum permitted under the 
usury statutes. 


The 1955 law 


Until the regulatory legislation of 
1955 was enacted, there were no stat- 
utory controls on mortgage loan bro- 
kerage charges in California, except 
the general usury laws which limit 
the amount of interest to a maximum 
of 10 percent but set no limitations 
whatsoever on other charges or com- 
missions. 

The 1955 law, Assembly Bill No. 
3192, did three principal things: (1) 
It limited brokerage percentages and 
costs. (2) It required the mortgage 
broker to furnish the borrower with 
an itemized list of charges. (3) And 
it proposed to eliminate balloon pay- 
ments in contracts of less than 36 
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months. It also contained many lesser 
provisions such as licensing all mort- 
gage loan brokers as real estate bro- 
kers. 

Following two years of extensive 
investigations, the subcommittee on 
lending agencies submitted its final 
report during March of 1957. This 
91-page document contains the find- 
ings and recommendations of two 
conferences and three public hear- 
ings sponsored by the subcommittee 
during 1956 in Los Angeles and San 
Francisco. Chairman of the seven- 
member subcommittee was Jesse M. 
Unruh, assemblyman from Los Ange- 
les. 

Purpose of these conferences and 
hearings was to prepare legislation 
designed to plug loopholes discovered 
in the 1955 law. The committee’s 
chairman and staff met with repre- 
sentatives of all interested state agen- 
cies during the conferences. And the 
public hearings afforded a full oppor- 
tunity to interested organizations and 
individuals to air their views. “These 
investigations and hearings exposed 
further glaring deficiencies in the 
protection of the public which the 
1955 legislation could not regulate,” 
the final report states. 

Here are some of the problems 
analyzed by the legislative committee: 

(1) High brokerage fees. The 1955 
legislature limited these fees to 5 per- 
cent for mortgages of one year, 10 
percent for two years and 15 percent 
for three years. 
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The small group of unprincipled 
operators promptly found a way to 
evade the law’s intent. They tried to 
make the 15 percent maximum fee 
applicable to all loans by discour- 
aging borrowers of small amounts 
from early repayment. Some brokers 
used glib talk to sell three-year sched- 
ules to borrowers who neither wanted 
nor needed them. Others forced three- 
year programs on their customers by 
falsely stating that such long-term 
schedules were required by law. “In- 
vestigation (has) demonstrated that 
virtually all loans in the Los Angeles 
area are now being made for three 
years in order to take advantage of 
the highest possible brokerage fee,” 
the legislative report states. 


Piling it on 


The 1955 legislation permits mort- 
gage loan brokers to charge the bor- 
rower for costs and expenses. These 
charges may not exceed 4 percent of 
the principal amount of the note or 
$120, whichever is greater. 

Brokers further increased their 
profit by calculating fees on the face 
amount of the loan rather than on 
the sum realized by the borrower, 
the investigation discloses. “It was 
the committee’s feeling that the in- 
tent of the Legislature was to apply 
(the fee schedule) . . . to the amount 
realized by the borrower; however, 
this is not the present practice. What 
actually happens can be illustrated as 
follows. A borrower may desire a 


loan for $1,000. He states this to the 
mortgage loan broker—who imme- 
diately adds the maximum $120 costs 
allowable by law for making this 
loan, which would increase the need- 
ed loan to $1,120. This, then, is con- 
sidered as 85 percent of the total 
loan. The amount of the note neces- 
sary for the borrower to sign in order 
to realize his requested $1,000 then 
becomes roughly $1,317 of which 
$197 is the brokerage fee. This is 
evidently 19.7 percent of the amount 
realized by the borrower which means 
that the broker has extracted 15 per- 
cent on 15 percent.” 


But there is nothing illegal about 
arriving at the brokerage fee in the 
above manner, reports the Attorney 
General’s Office of California. This is 
a loophole left open by the 1955 law. 
If correction were attempted, the 
language would have to be changed 
to provide that the 15 percent be fig- 
ured on the total amount of the costs 
and the actual loan. 


The legislative investigators find 
that, “Mortgage loan brokers have 
offered no substantial evidence that 
such high brokerage fees are neces- 
sary for the continuance of their 
business. There has been, instead, a 
reluctance on the part of these oper- 
ators even to discuss this problem. A 
number of smaller companies, cov- 
ered by the survey of committee staff 
members, indicated a lower broker- 
age fee was desirable.” One broker, 
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who runs a relatively large firm, in- 
dicated strong support for a lowering 
of these fees. Another broker went so 
far as to say that this is desirable 
because it would preclude kickbacks 
from the broker to the lender which, 
he contends, are now a common prac- 
tice. 

2) Balloon notes. These are notes 
which prov ide tor periodic small pay- 
“balloon” 
payment, usually at the end of the 
contract period. 


ments and a single large 


California’s law- 
makers in 1955 tried to eliminate 
balloon payments in contracts of less 
than 36 months. But the brokers 
merely changed their tactics. They 
stopped writing loans for 36 months 
and raised their minimum loan period 
» 37 months. This enabled them to 
charge the maximum 15 percent fee 
ind insert a balloon payment any- 
where in the loan contract. 


Fred R. 


strative 


Lewe, principal adminis- 
analyst for the legislative 
auditor of the State of California, 
testified before the investigating com- 
mittee that an analysis of 75 trans- 
actions of five different loan brokers 
in the Los Angeles area during the 
latter part of 1956 disclosed that: 
“Balloon payments were prevalent 
in 70 percent of the transactions. 
Balloons averaged 55 percent of the 
principal sum of the note—not the 
amount of cash the borrower re- 
ceived. In 5 percent of the cases the 
borrower did not know the loan 


carried a balloon payment. After a 
three-year period the balloon is 65 
percent to 70 percent of the amount 
the borrower wanted originally.” 

(3) Panacea-type advertising. “The 
larger operators in the Los Angeles 
area do an immense amount of adver- 
tising,” the legislative report states. 
“This includes radio 
and television. The common approach 


newspapers, 


is to assure the borrower that once 
he has come in to the mortgage 
broker, all his financial troubles are 
at an end. One company, for exam- 
ple, the Gould Investment Company, 
which sponsors boxing matches on 
television, used the old line of a ‘well- 
established firm’ which will ‘take 
care of all your financial problems 
even if you are so deeply in debt that 
no one else can help you.’ The Union 
Mortgage Company also uses this 
type of advertising. The prospective 
borrower is led to believe that these 
companies are the source of the 
money which the borrower will re- 
ceive.” 

(4) Misrepresentation, omission, 
and bad advice to borrowers. The in- 
vestigators viewed this as possibly 
the central evil in the field of mort- 
gage loan brokerage today. “The fact 
that it still exists indicates that de- 
spite their protestations, the indus- 
try, or at least that segment of the 
industry which almost ex- 
clusively in lending money secured 
by real estate, without the exchange 


deals 


of title, has not vigorously attempted 
to clean its own house.” 

Basis for this conclusion is the sur- 
vey conducted by the committee’s 
staff. This survey showed that 63 per- 
cent of the borrowers in the sample 
felt that they had been misled or that 
essential facts had been omitted or 
misrepresented to them. Says one 
staff investigator: “There are ethical 
and legal considerations involved in 
the assurances made to the borrower 
that the loan could be refinanced 
when the balloon payment became 
due. Apart from giving the borrower 
a false sense of security, it would ap- 
pear that the broker was unable 
legally to bind the lender to refinance 
the original loan.” 


Those blank spaces 


In 31 percent of the sample cases, 
the statement was signed in blank. 
The borrower received the statement 
before assuming the obligation for 
his loan in only 26 percent of the 
cases and in 21 percent of the sample 
cases he did not receive the statement 
in the broker’s office. 

“Estimated amounts of interest 
payable on the note was left blank 
on the mortgage loan broker’s state- 
ment in 100 percent—repeat 100 
percent—of our sample cases, and 
this led 73 percent of the borrowers 
to believe the interest was actually in- 
cluded in the charges and commis- 

(Continued on page 25) 


Statement by Assemblyman Jesse M. Unruh, Chairman of the California Assembly’s 


Interim Committee on Finance and Insurance 


The four bills which passed the California leg- 
islature this year pertaining to mortgage loan 
brokers represent only a small portion of the 
recommendations which the subcommittee on 
lending agencies presented. However I feel that 
there is substantial additional protection af- 
forded the borrower under their provisions. 

The codification of a fair advertising stand- 
ard is a major victory for the borrower as is the 
prohibition against signing blank documents. 
While the other gains are not as much as I had 
hoped for or felt was essential I believe that the 
loopholes which these four proposals plug were 
the major ones in the 1955 legislation. 

As chairman of the interim committee on 
finance and insurance | propose to recreate the 


subcommittee on lending agencies to continue 
to survey the need for more legislation in the 
field. 

This time the subcommittee will not be 
plagued by protests that the law has had in- 
sufficient time to work and consequently any 
recommendations will carry more weight. 

Most of the additional hope I have for im- 
provement rests in the fact that we have a new 
real estate commissioner in California who has 
indicated to me and by his actions that he intends 
to rigidly enforce the mortgage loan brokers’ 
act. This represents a distinct improvement 
from his predecessor who seemingly was not too 
interested in prosecution. Strong enforcement 
will do much to clean up a bad situation. 
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YOUR OWN BUILDING 


may speed the growth 
of your credit union 
as much as four times, 


this survey indicates 
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IGHTY-ONE credit unions that 
own their own buildings an- 
swered a recent Bridge questionnaire. 

In reply to the question, “Has own- 
ing your own credit union building 
helped you in achieving greater 
growth?”, 71 said yes, 8 said per- 
haps, 1 said no, and 1 said don’t 
know. 


A 


The accompanying table shows 
how old these credit unions were 
when they built or bought their 
buildings, how long they have been 
in their buildings, and how rapidly 
asset formation took place before and 
after. 

It is interesting to note that 41 of 
these credit unions waited until they 
had been in operation 12 years or 
more before they moved into their 
own buildings. This is the age at 
which many credit unions, according 
to a study by John T. Croteau, often 
level off and fail to grow further. 

There are some dramatic examples 
of stimulated growth in this table. 
Take Credit Union B, for instance. 


This credit union grew to a size of 
$980,133 in its first 17 years. Then 
it moved to its own building. In the 
next 4 years and 2 months, its assets 
grew to $1,912,876. In other words, 
the move seems to have quadrupled 
the rate of growth of this credit 
union. 

Take Credit Union S, as another 
example. In its first 12 years, this 
credit union built $1,701,347 in 
assets. It moved into its own building 
9 years ago and its assets are now 
$5,568,091. It grew, in other words, 
at a rate of $141,779 per year before 
moving, and at a rate of $429,629 
per year after moving. Again, its rate 
of growth almost quadrupled. 

After fifteen years 

Take Credit Union VV. This credit 
union’s assets were $364,000 after 15 
years. It has been in its own building 
1 year, and its assets 
$817,000. 

Not all examples are as dramatic 
as this, of course, nor is it clear that 
the building is the only factor to be 


are now 





The building inevitably brings the 
credit union closer to the community, 


onsidered in evaluating increased 


rowth. However, the story is im- 
essive any way you look at it. 
lake some of the small ones that 
ved when some people might con- 

noving risky. M had only $37,- 
of assets, Y had only $78,000, 

PP had only $35.000, BBB had only 

QQQ had only $46,000. All 

of these had gratifying subsequent 
wth, although BBB is not sure 


866.761 


that the building is the reason. 
The officers who replied to the 


juestionnaire suggested several rea- 


sons why the building helps the credit 


I 

\ credit union office is as impor- 
to a credit union as is a pri- 
says E. G. 


Dressler of Churchbridge, Saskatche- 


ite home to newlyweds.” 


Although we have been in our 

w building only a few months, we 
efinitely believe that it is contribut- 
¢ to our growth,” says Mrs. Dyal- 
thia Benson of Hereford. Texas. “We 
believe that a credit union can 

by renting space if they are 
crowded 


prating in inconvenient. 


provided by an employer. We 
in a mediocre build- 
ut good lecation, and our assets 


We also think it pays 


uublicize that credit unions pay 


ipidly. 


r way, taxes and all.” 


There are three reasons why J. D. 


Darling of Vancouver, British Colum- 
bia, thinks owning a building is help- 
ful: “No worry about eviction, better 
location, gives members confidence 
in credit union.” 

Linnie B. Wilson of Tulsa, Okla- 
homa, offers similar reasons: “It has 
greatly increased our prestige in the 
community, as well as the profes- 
(Miss 


Wilson’s members are teachers.) 


sional pride of our members.” 


Another aspect is touched on by 
Miss Patricia L. Hulse of Dayton, 
Ohio: “It has enabled us to give 
better service, mainly private inter- 
viewing and separation of our depart- 


ments. 


Compared with insurance 


Two factors have helped a credit 
union in Shaunavon, Saskatchewan 
a building, and life savings insurance. 
Says L. J. Swaile: “We have made 
enquiries and conduced a survey 
among our newer members and find 
that our new building has helped us 
grow (about 65 percent) and our life 
savings contract has helped (35 per 
cent), and we are anticipating a 
larger growth now that we will be 
contracting for the $2,000 life insur- 
ance.” 

Probably the occupancy of a build- 
ing spurs officers and committee 
members at the same time that it 


impresses the members. No respond- 





ent mentioned this as a factor, but 
the questionnaire was brief. In a 
future issue, The Bridge will cover 
the subject of building design and 
floor plans. 

Here are some factors to consider 
in discussing the question of moving 
into a separate building: 

1. Do we need more space than we 
are getting under the present arrange- 
ment ? 

2. Particularly, do we need space 
for private interviews with loan appli- 
cants? 

3. Are we too dependent at present 
on company or other sponsor ? 

4. Are members’ families failing to 
use credit union because they never 
see the credit union office? 

5. Does present subsidized space 
help create impression that our credit 
union is not very strong? 

6. Would it be easier to offer con- 
venient evening or Saturday hours 
in building of our own? 

7. Might our building be placed in 
a site even more convenient for mem- 
bers than present location? 

8. Would owning a building pro- 
tect us against future increases in 
costs? 

9. Would it be easier for our direc- 
tors and committee members to meet 
and work in our building? Would it 
be easier to attract volunteers and 
competent employees? 
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GROWTH OF EIGHTY-ONE CREDIT UNIONS 
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Ukrainians newly arrived in the 
United States not only have to 
learn a new language, but even 
have to learn a new alphabet, as 
this version of “What is a credit 
union?" shows. 


1,500,000 UKRAINIANS 


now live in the United States. 


recently. 


| YOU arrived in the United States 
today with twenty dollars in your 
pocket, unable to speak a word of 
English, with no job and nothing to 
wear the 
back, what would you do? 

This is a familiar situation for the 
members of the Self-Re- 
liance Federal Credit Union of Balti- 
Nearly all of them have been 
through it. Nearly all of them came 
here without money, without visible 
means of support, unfamiliar with 
American customs, puzzled by the 
money and the language and the 
trafhe. 

But 


situation 


besides clothes on your 


Ukrainian 


more, 


been the 
of immigrants ever since 


of course this has 


Europeans began to come to North 
America hundreds of years ago. Few 


8 


like this group in Baltimore. 


of them were rich. Most of them were 
poor, persecuted and desperate. Most 
of them were leaving everything they 
knew and loved for a land that would 
reward them only after testing their 
resourcefulness. Most of them mas- 
tered the problems. 


Home, job, credit 


Here is how one group of immi- 
grants meets these problems. Several 
years ago, it established its own wel- 
fare organization to help newcomers 
find housing and employment. And 
because the leadership were already 
familiar with the self-help principles 
of the credit union movement, it was 
decided that a credit union should 
serve as the financial arm of each 


Many of them have come here 
They have set up their own credit unions in eight cities, 


local branch of the national welfare 
organization. 

Self-Reliance Federal Credit Union 
of Baltimore is one of eight credit 
unions in the United States serving 
the local needs of Americans of 
Ukrainian extraction. All eight are 
located in the East and Midwest. Most 
serve large metropolitan areas, be- 
cause it is here that Ukrainian-Ameri- 
cans live in sizeable numbers, often 
within the same neighborhood. 

All Self-Reliance credit unions are 
closely affiliated with the Self-Reli- 
ance Association of American Uk- 
rainians, Incorporated, a national 
welfare organization. “Our parent 
association helps immigrants get 
started in this country, gives them 
moral advice, legal aid, and, in some 
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cases, financial assistance,” says 
Walter J. Romanowsky, president 
of Baltimore Self-Reliance Federal 
Credit Union. “Altogether there are 
some 1,500,000 persons of Ukrainian 
extraction in the United States. Our 
Association was founded in 1949. It 
now has twenty branches in various 
parts of the country. And it does not 
limit its activities to the U.S.A. It 
also helps refugees in Europe through 
CARE packages and other food and 
clothing gifts.” 

The Baltimore credit union was or- 
ganized in September 1955. Its field 
of membership includes Americans 
of Ukrainian extraction, members of 
Self-Reliance Association in Mary- 
land, and the children of members of 
the credit union and the association. 
To join the credit union, all appli- 
cants must first become members of 
the association. Annual family mem- 
bership dues in the association are 
$3.00. 


Most are farmers 


Most of the credit union’s members 
are recent immigrants. They arrived 
in the United States some five to eight 
years ago. Their native country 
approximates the area of Texas, with 
a population of forty million. Once, 
the Ukraine was world-famous as the 
breadbasket of Europe; today it is 
a part of the Soviet Union. The mem- 
bers’ average age is thirty-five. In 
Europe the majority were farmers. 
Here they are factory and construc- 
tion workers. Some are skilled tech- 
nicians. A few have found profes- 
sional employment. One thing they 
have all in common—they are start- 
ing completely from scratch in the 
country of their choice and refuge. 

How do Ukrainians get into the 
United States today? They come 
from various parts of the world where 
they have lived since leaving their 
native country. None of them come 
directly from the Ukraine. Since 
1944, when Russia regained control 
of the Ukraine from the Nazis, Uk- 
rainians are not permitted to leave 
their homeland. But two special bills, 
passed by the United States Con- 
gress, made it possible for thousands 
of Ukrainians to enter the United 
States as displaced persons. These 
Acts of Congress were in effect from 
1948 through 1956. From 1946 
through 1948, and since January of 
this year, Ukrainians have come here 
as regular quota immigrants. 
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The United States immigration 
quotas are set up on the basis of 
national origin. Since temporary 
residence elsewhere does not affect 
their national origin, displaced Uk- 
rainians are able to take advantage 
of their national quota regardless of 
what part of the world they are liv- 
ing in. 

But the annual immigration quota 
for Ukrainians is quite limited. For 
this reason many Ukrainians have to 
wait several years for permission to 
enter the United States. Some are on 
waiting lists for as long as five years. 
“The important thing is that we are 
eventually able to come,” says one 
Self-Reliance member. “Our goal is 
to become American citizens. This is 
a very great privilege. Compared to 
it, the inconvenience of waiting is 
small and unimportant.” 

The language barrier is a formid- 
able obstacle to these new Americans. 
Their native tongue, Ukrainian, is 
quite unlike ours, both in speaking 
and in writing. Ukrainian belongs to 
the Slavic language group, like Rus- 
sian, Czech, Bulgarian and Polish. 
Its alphabet is different, too—the 
Cyrillic alphabet used also in Russia 
and Bulgaria today. 

Learning our language is not easy 
for these newcomers. They know that 
their progress in the United States 
depends upon the quickness with 
which they adjust themselves to our 
language and customs, and they 
appreciate the improved job oppor- 
tunities open to them once they attain 
a good working knowledge of Eng- 
lish. But for older people this adjust- 
ment requires considerable effort. 
Younger immigrants have the advan- 
tage of being less set in their habits, 
adjust more rapidly to the speech and 
customs of their new homeland. 


The language helps 


“But our credit union benefits from 
this language background,” says 
treasurer Stanley Stelmach. “It makes 
for a strong common bond between 
our members. Most of us, when arriv- 
ing from Europe, naturally want to 
live near people we can talk to. So 
we move into a Ukrainian-American 
neighborhood. The majority of our 
members live in an area of ten square 
blocks in a radius of less than one 
and one-half miles. We are a closely 
knit group. All know each other. It 
is because of this close and constant 
contact with each other that we have 


no delinquency problem in our credit 
union.” 

How did these new Americans 
learn about credit unions? Some had 
heard about them in Europe. “I 
learned about the Raiffeisen move- 
ment while studying law in Europe,” 
says Romanowsky, who was a lawyer 
in the Ukraine and is now a sales 
representative for the New York Life 
Insurance Company in Baltimore. 
“The Raiffeisen movement was well- 
known in all parts of the Western 
Ukraine. This fact helped substan- 
tially in getting our people interested 
in starting a credit union of their 
own in this city.” 


He speaks seven 


At forty, youngish-looking Roma- 
nowsky is not at all typical of the 
group he has served as president 
since organization of the credit 
union. He speaks seven languages: 
Ukrainian, Polish, Czech, French, 
Romanian, German and English. He 
uses all of them in his work as an 
insurance salesman. His _fellow- 
Ukrainians constantly profit from 
Romanowsky’s linguistic talents. He 
serves them in two capacities. In 
addition to guiding the credit union’s 
progress as president, he is also chair- 
man of the economic advisory com- 
mittee of the parent Self-Reliance 
Association. In this dual capacity he 
assists the members of his credit 
union to register for their social secu- 
rity cards, to locate a place to live, 
and to find employment. Further free 
services of the asociation include 
advice on naturalization procedures, 
assistance in filling out income-tax 
returns, and counselling on other 
problems. 

Member interest at Self-Reliance is 
intense. No member has ever de- 
clined to serve on the board or on a 
committee. At the last annual meet- 
ing, 80 percent of the membership 
attended. The monthly board meet- 
ings, too, regularly find a full slate 
of directors present. Committeemen 
consider these monthly meetings a 
part of their assigned credit union 
work. They participate regularly. 
With the exception of one member 
who resigned because of illness, every 
charter member continues to serve 
actively either on the board of direc- 
tors or on a committee. Self-Reliance 
members also represent their credit 
union at league and chapter meetings. 
The members pay out of their own 
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One thing all the diree- 
tors of Self-Reliance Credit 
Union have in common— 
they have all had to start 
from scratch. 


pockets any expenses connected with 
these meetings. 

Pride of ownership is one of the 
reasons for strong member participa- 
tion at Self-Reliance. 


taking an active part in an 


The members 
enjoy 
organization that belongs to them. 
They consider their right to govern 
their own credit affairs a precious 
privilege. “They are 
(mericans.” 


they enjoy every opportunity to prove 
~ 


responsible 


says Romanowsky, “and 


But much of the members’ interest 
s the 


result of an effective educa- 
tional program, which is conducted 
entirely in Ukrainian. Many written 
publicity items represent direct trans- 
lations of educational literature dis- 
tributed by the Maryland Credit 
Union League or CUNA Supply Co- 
operative Some the education com- 
mittee prepares for the specific use of 
the membership. Meetings, too, are 
held in Ukrainian, because only a 
small number of the members speak 
English. Last year Self-Reliance held 
two membership meetings; this year 
t hopes to have four. 

Here are some of the features of 
1956 membership meetings: 
® Speech on the history of the credit 
inion movement in the United States. 
® Study of the by-laws. 
® Study of the rights and obligations 
of directors and members. 
® Discussion of dividend calculation 
methods. 
* Explanation of the credit union’s 
lo in proe edure. 
® Discussion of member benefits un- 
der CUNA Mutual’s loan protection 
and life savings insurance contracts. 
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“These meetings are of great value 
to our membership,” states president 
Romanowsky. “But we do not rely 
on them alone. There are two fur- 
ther aspects to our educational pro- 
vram. First comes the moral assist- 
ance our credit union derives from 
the sermons in our three churches, 
one Greek Orthodox, the other two 
Greek Catholic. In all three, the 
priests preach that their parishioners 
should join our credit union because 
it practices Christian ideals. 


Rotational learning 


“The second part of our educa- 
tional program is rotation of board 
and committee members to assist with 
routine office duties. By taking a turn 
in assisting with our office work, the 
volunteer director and committee 
member becomes familiar with all 
aspects of credit union operation. 
Through this direct contact with the 
membership, the volunteer gains 
awareness of member needs and prob- 
lems. This deeper understanding of 
both our credit union and our mem- 
bership helps the volunteer appreciate 
the value of Self-Reliance Federal 
Credit Union to our Ukrainian-Amer- 
ican community. He becomes a bet- 
ter, more competent and more de- 
voted preacher of the credit union 
Much credit for our rapid 
growth to 80 percent of our potential 
membership is due to the enthusiasm 
of these volunteers.” 


gospel. 


Self-Reliance conducts its business 
in a small office located on street level 
in the heart of Baltimore’s Ukrainian- 
American neighborhood. Formerly, 
this room was a grocery store. Today 


it is sparsely furnished through dona- 
tions by members of the Self-Reliance 
Association. The Association also 
pays for rent, gas, heat and elec- 
tricity. During the week this room 
is used for Boy Scout and other club 
activities. But every Friday night 
from 7 to 10 o’clock it becomes the 
credit union’s office. 

Treasurer Stanley Stelmach is a 
mechanical engineer; he also operates 
a neighborhood delicatessen store. 
During the week Mrs. Stelmach han- 
dles the store’s modest traffic when- 
ever Stelmach is helping a credit 
union member. But on Friday night 
the store’s imported delicacies are 
much in demand, and Stelmach has 
to stick to business. To fill the credit 
union gap, the credit union’s secre- 
tary, Mrs. Anna Jaszcezuk, assumes 
charge of office operations on Friday 
nights, and accepts loan applications 
and share payments. Two volunteers 
assist her with routine office duties 
during these busy evening hours. 
Just before the office closes, treasurer 
Stelmach arrives, collects all funds 
and takes them to a night deposit. 

A small part of the membership 
lives in Curtis Bay, Maryland. It 
would be inconvenient for them to 
come to Baltimore on Friday nights. 
To assist them, a Self-Reliance mem- 
ber serves as collector in the Curtis 
Bay area. Most of his work is done 
on Sunday mornings after church. 
He collects share deposits and issues 
vouchers in duplicate. But he makes 
no passbook entries. As a further 
accommodation, he also carries mem- 
bership applications with him. On 
the following Friday evening, he de- 
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livers the share money, duplicate 
vouchers, passbooks and membership 
applications to the credit union office. 

How long does it take to get a loan 
at Self-Reliance? The credit com- 
mittee meets each Friday, but in case 
of emergency it can meet at any time. 
The chairman of the credit committee 
chairman of the Baltimore 
Branch of the Self-Reliance Associa- 
tion. This dual chairmanship empha- 


is also 


sizes the close bond between parent 
association and credit union. 

The supervisory committee makes 
complete quarterly audits. It checks 
the operations of both the credit and 
education committees. It ex- 
amines the minutes and activities of 
the board of directors. Emil Deryj, 
the committee’s chairman, is a former 
judge. 


also 


In this country he operates 
a commercial carwash outfit. 


Saving is hard 


It is not easy for these new Ameri- 
cans to save. At middle age they are 
rebuild 
the very bottom. 
Their incomes are modest, and they 
have to use most of their earnings to 


starting to their economic 


resources from 


meet everyday expenses. But because 
it is difficult for them to save, they 
are more firmly determined to put 
aside at least a small amount each 
payday. 

“Since organization we have not 
written off a single loan as a bad 
debt,” reports treasurer Stelmach. 
“Nor do we have a delinquent loan 
on our books. 


cause there is such a strong common 


Perhaps this is be- 


bond between our members and all 
of us are in constant contact with 
other. When our credit com- 
mittee is not satisfied, it refers the 
application to the board of directors 
for review and final determination. 
But this has happened only once in 
the history of our credit union. The 
applicant in this case had been in the 
United States only one month. He 
needed $1,000 as downpayment for 
a home which was offered to him un- 
der unusually favorable conditions. 
The board approved this loan. And 
the member’s excellent repayment 
record has since proved to our direc- 
tors that their faith in him was fully 
justified.” 

President Romanowsky sums up 
the joint aims of Self-Reliance Fed- 
eral Credit Union and the parent Self- 
Reliance Association in these words: 
“We can make our members better 
citizens by teaching them honesty and 


each 
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FROM THE 


MANAGING 
DIRECTOR 


NE OF the things that has in- 

terested me very much as | have 
visited with credit union people in 
many parts of the United States and 
Canada is this: quite a few credit 
union officers have told me that they 
have stopped promoting thrift. 

They haven't expressed it exactly 
like that. | have asked them whether 
they ask borrowers to make payments 
on shares while they make payments 
on loans. They have said, “Well, we 
used to do that, but we’ve got more 
money than we can use now, so we ve 
stopped.” 

Sometimes they’ve said that they 
have so many large share accounts 
now, belonging to members who are 
interested in the dividend return, that 
they have trouble finding borrowers 
to absorb their lending capital. 

This seems to me a problem that 
the credit movement should 
consider very seriously. I hope it will 
be discussed in chapter and league 


meetings, as 


union 


well as in our own 
national meetings. I want to say that 
all | have to offer at this time is an 
impression: the condition may be 
widespread or it may not. I think we 
should certainly find out how wide- 
spread it is, and if it is widespread, 
we should do something about it. 

Certainly we all agree that thrift 
promotion is a basic purpose of the 
credit union. But these credit unions 
face a real problem, and it is not 
quite good enough to say “Cut divi- 
dends,” “Find more _ borrowers,” 
“Work out a better investment pro- 
gram,” “Advertise,” “Educate”. These 
are all worth considering, but they 
need a lot more study, I believe. We 
need facts, as Mr. Filene used to say. 
When you have them, the facts will 
make your decision for you. 





Meanwhile, I would like to say I 
have found very heartening another 
trend in the credit union movement 
the large number of credit unions 
that are now spending much time 
(time of volunteers and time of paid 
personnel) in family finance coun- 
selling. These credit unions are build- 
ing solidly, for they are helping to 


build solid families. 


Helping foreign students 

Credit union technique is spread- 
ing around the world through the 
work of the World Extension Depart- 
ment of the Credit Union National 
Association. This is your “foreign 
missionary” arm, and it is doing a 
highly effective job under Olaf Spet- 
land. 
and U. S. 


students 


Canadian 
attract 


universities 
from all the 
world. Many of those students have 
heard 


over 


unions before they 
left their homelands to come here to 


of credit 


study; some have not. All are here to 
learn. Most are anxious to learn tech- 
niques that will help their people 
economically, as well as to study the 
special field to which they apply 
themselves in class. 

Here is an opportunity for us 
credit union people in Canada and 
the U.S. to seek out these foreign stu- 
dents and help them learn something 
about the credit union way, so that 
they may take this knowledge back to 
their own countries. Is your credit 
union league looking for some extra 
help? How about employing some of 
women? They 
much about credit 
union operations if they could work 
right in a credit union for a few 
months! 


these fine men and 


would learn so 


H. Vance Austin 





thrift. As a part of our regular pro- 
gram, we constantly encourage our 
members to attend night school and 
to become American citizens as soon 
as they can meet the five-year resi- 


dence requirement of our adopted 
country. Together, the welfare asso- 
ciation and the credit union help 
them to understand the 
way of life.” 


American 
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What about it ? 


Wife’s Shares 
Can a member pledge his wife's 
shares as security for a loan? She has 
been a member of our credit union as 
long as he has, but she is not employed 
at our plant now. 


ANSWER: 

[he husband may pledge his wife’s 
shares if they are held under co- 
ownership in a joint share account 
and are not already pledged by either 
co-owner as security for another loan. 

If the share account is in the name 
of the wife only, then the husband 
can not pledge these shares. But his 
wife can pledge them as security for 
her husband’s loan, provided that she 
is not already using them as security 
for a loan to herself or as a co-maker 
in connection with another loan. The 
employment status of the wife does 
not affect her right to withdraw or 
pledge her unpledged shares. 

But if the wife should decide to 
pledge her shares as security for her 
husband’s loan, then she would not 
be able to withdraw these shares until 
she is either released from her pledge 
by repayment of her husband’s loan 
or receives special permission from 
the credit committee. 


Annual Meeting 


We have tried everything, but we 
can’t get members out to our annual 
meeting. What do you suggest? 


ANSWER: 

More and more activities compete 
for the members’ spare time. To make 
your credit union annual meeting 
attractive to the membership, offer 
something to them that they want, 
that interests them, and that catches 
their imagination. 

Increasing interest for the annual 
meeting is a continuous process. 
Credit unions most successful at hav- 
ing a good membership turnout for 
their annual meetings, are making 
this process a part of their general 


educational program. They stress 
that the credit union belongs to the 
membership, and that the privilege 
of belonging confers the obligation 
to participate actively in credit union 
affairs. 

But the annual meeting must offer 
something special. It is not possible 
to lay down as a general rule what 
this special attraction should be. Each 
credit union can determine this for 
itself with a reasonable amount of 
effort. 

One of the effective ways to obtain 
a large turnout for the annual meet- 
ing is to ask the membership in a 
circular letter what they would like 
to do at the annual meeting. Make 
it clear to them that you are thinking 
in terms of a program of three parts. 
One part would be the annual busi- 
ness meeting. Part two would be a 
special program of their choice. And 
the third part would consist of re- 
freshments and a social hour. The 
important portion of the circular let- 
ter is the second part, dealing with 
the special feature attraction of the 
program. 

Approaches to this program ques- 
tion include offering the members a 
completely free choice of program 
topic. An equally successful approach 
is to name a number of topics of 
general interest, such as “What con- 
stitutes adequate insurance coverage 
for your family?” “What social se- 
curity benefits will your family re- 
ceive upon your death?” “How to 
prepare a will,” “How can you put 
aside enough money to send your 
children to college?” and other simi- 
lar topics. 

Credit unions that have used such 
topics successfully for their annual 
meetings have called in league and 
outside experts to talk on these spe- 
cific subjects. Only in rare exceptions 
will these experts charge for making 
such talks. But even if they should 


charge a fee, the benefits gained for 
the entire membership are usually 
well worth such an expense. 

The topic of the evening does not 
necessarily have to be a serious one. 
But if it is in a light vein, then the 
performer should be one of especially 
high skill. Here again the use of a 
professional entertainer can do much 
to assure the success of the evening. 

Credit union members like to be 
informed as well. as_ entertained. 
When they have the choice of attend- 
ing one of several meetings during a 
busy evening, their preference will 
frequently lie with the meeting of a 
more serious nature, whose program 
features a subject which is of direct 
interest to them and their families. 


Repossess Furniture? 


We have never before had to repos- 
sess a member’s furniture, but we have 
now reached a situation with a member 
where there seems to be nothing else 
to do. It doesn’t seem worth doing. 
Does the law compel us to do this? 


ANSWER: 

The law does not require that the 
credit union repossess an item 
pledged by a member as security for 
a loan. But it is the responsibility 
of the board of directors to do every- 
thing in its power to protect the assets 
of the membership. For this reason 
it is necessary that the directors ex- 
plore every possible avenue of re- 
covery of the credit union’s property. 
And if the directors conclude, after 
exhausting all other steps completely, 
that they are unable to recover the 
funds lent to the member, then it may 
be necessary for them to institute 
repossession proceedings. 

Occasionally, when the member 
realizes that the board is serious in 
carrying out its obligation to repos- 
sess, he will find a way to reimburse 
the credit union without the necessity 
of resorting to the final legal step. 


The Credit Union Bridge 





August, 


Once desperate for 
credit, the American 
farmer has worked 
closely with his 
government to set up a 
broad-gauged system 

of loan agencies, most 
of which he now 
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owns himself 


The Borrowing 
FARMER 


om 
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IRTUALLY all borrowers are 

being hurt by today’s tight money 
market. But thanks to the wide vari- 
ety of credit resources at his disposal, 
the farmer seems to be getting along 
a bit better right now than most other 
people. 

In part, this is because the farmer’s 
short-term credit needs are fairly 
fixed from year to year. Rural banks, 
which are accustomed to provide 
much of this working capital, are not 
feeling the money pinch as much as 
the urban banks which have been 
called on to help finance the big ex- 
pansion of business and suburban 
population. 

In addition to his close relation- 
ship with his local banker, the farmer 
has many places to turn. He is par- 
ticularly fortunate in having at his 
service an efficient nationwide system 
of cooperative credit agencies, which 
are ready to step in if he has trouble 
finding mortgage money or operating 
funds. 

Despite the fact that private lend- 
ers put up about 80 percent of the 
farm mortgage funds and 85 percent 
of the short-term loans, these feder- 
ally-sponsored, farmer-owned coop- 
erative institutions exert an influence 
far out of proportion to the size of 


their loan portfolios. They serve as 
pace-setters, compelling private lend- 
ers to offer more favorable terms than 
might otherwise prevail. 

Since World War II, farm debt 
has more than doubled, reaching a 
total in excess of $18 billion early 
this year. Mortgage debt went from 
$4.8 billion in 1945 to $9.8 billion 
at the end of 1956, while non-real 
estate debt went from $2.5 billion to 
$8.2 billion. 

Federal officials accept this in- 
crease in farm debt as an inevitable 
result of the technological change 
which has been sweeping agriculture. 
Part of the debt has been incurred to 
obtain machinery; at the same time, 
there has been a steady rise in land 
prices as farmers consolidate their 
holdings in order to use machinery 
more efficiently. 


Rising price of land 


There has even been a tendency to 
discount the disturbing fact that land 
prices and debt continued to rise long 
after prices for farm products turned 
downwards. Officials tend to stress 
the fact that total farm debt increased 
only $10.7 billion at a time when 
farm asset values increased by $72 
billion. Moreover, they point out that 
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i third of the farms are mort 
wed, and that the rate of debt de- 
nquency is exceedingly low. 

\s tight money set in during the 


ist year, the farmer, like everyone 


faced tougher screening by lend- 
ers. Except for individual “bad risk” 


situations, farmers 


however, most 
funds 


available at litthke or no increase in 


eported ample short-term 


costs. 
Throughout 1956 


still getting mortgage funds at favor- 


farmers were 


ible rates. The outstanding volume 

mortgage debt jumped by 9 per- 
ent and the average of mortgage in- 
reased by 11 percent to $7,900. But 


already beginning to 


While new 


ger. reflecting smallet 


changes were 
mortgages were 
down-pay- 
ments and an average 3.6 percent rise 
{ 


land prices, there were 8 percent 


a aw? 
fewer loans than in 1955. 
Mortgage loans down 


This year, as farm mortgage rates 
have edged upwards from 4) per- 
cent to 5 percent and I percent, 
the volume of long-term farm lending 
has been noticeably curtailed. To a 
degree this probably reflects some 
second thinking about land purchases 
at a time when financing costs are 
going up. In particular, it undoubt- 
edly means that farmers who cur- 
rently have 4 percent and 41 percent 
mortgages are hesitating to refinance 
at higher rates in order to acquire 
machinery, new buildings or addi- 
tional land. 
traditionally a 


Farm credit is 


political as well as economic head- 
iche. Farming is a risky business; 
so, left to their own devices, lenders 
normally have hee n unable or unwill- 
ing to carry farmers through a long 
series of bad years. 

Present farm programs, however, 
varticularly in the credit field, have 
er remarkably successful in put- 
ng agriculture on a sound financial 
isis. As a result of various price 
stabilization programs, the farmer is 
1 good risk for 


Through the farmer-owned and man- 


normal lenders. 
cooperative lending systems, it 
has also been possible to obtain funds 
from the investment markets which 
were previously foreclosed to rural 
borrowers. 
| xcept for the 
which wants more federal credit for 


Farmers Union, 


‘family farms”, the big farm organ- 
izations seem generally satisfied with 
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the facilities currently available. Even 
the Farmers Union agrees that farm- 
ers themselves can meet many of their 
credit needs cooperatively through 
such institutions as the federal farm 
credit system and through the organ- 
ization of credit unions. Its demand 
for federally-subsidized “yardstick 
family farm credit” is based on its 
belief that existir 


ig agencies 


private 
and cooperative—may become too 
custom-bound to participate in loans 
which require a high degree of tech- 
nical assistance and loan servicing. 

For long-term credit—to buy a 
farm, for buildings and equipment, 
for soil improvement, for foundation 
livestock, or for refinancing existing 
farmers have a multitude 
of choices. For 


mortgages 
example, recent 
breakdowns show 40 percent of the 
farm mortgages are in the hands of 
individuals, usually the person who 
sold the land. Another 25 percent are 
held by life insurance companies and 
nearly 15 


banks. 


were issued by cooperative and gov- 


percent by commercial 


The remaining 20 percent 


ernment-owned agencies, particularly 
the Federal land bank system. 

Like all farm credit, the sources of 
mortgage money vary widely accord- 
ing to the economic pattern of the 
community. In the more prosperous 
areas, the volume of life insurance 
mortgages runs high, with repayment 
generally amortized over 20 years; 
interest rates compare favorably with 
those offered by the cooperative lend- 
ing institutions, 


Big regional variations 


The proportion of mortgage loans 
by commercial banks also varies 
greatly by region. Banks are provid- 
ing about one-half of the farm mort- 
gage credit in sections of the north- 
eastern states, but less than a tenth in 
some parts of the great plains states 
where rainfall is limited and frequent 
droughts occur. Even though banks 
prefer to keep their assets in a form 
that can easily be converted to cash, 
many banks increase their mortgage 
lending by entering into arrange- 

insurance companies 
which take over some of their loans. 


ments with 


Bank mortgages also range up to 
twenty years at rates of interest com- 
parable to those of other lenders. 

Most mortgage loans obtained 
from individuals are written for five 
years or less, but interest rates are 
slightly less than from commercial 
banks. 


The Federal Land Bank system, 
through the farmer-owned national 
farm loan associations, holds about 
16.3 percent of the farm mortgage 
load, but its influence is extensive. 
Insurance companies and other lend- 
ers feel compelled to meet, and some- 
times beat, the competition. So the 
land bank system has benefited all 
farmers by holding down interest 
rates, and by introducing lenient re- 
payment terms which have been 
copied by other lenders. Currently, 
national farm loan associations are 
lending at 5 percent and 544 percent 
up to 65 percent of the appraised nor- 
mal agricultural value of the farm 
for terms as long as 40 years. Pay- 
ments on principal are made with 
each annual or semi-annual interest 
payment. farmers are 
usually permitted to repay any part 
or all of their loans without penalty, 
and to build up future payment funds 
to meet later scheduled installments. 


Moreover, 


The farmer’s FHA 


Finally, if other sources fail to 
materialize, there is the Farmers 
Home Administration, the farmer’s 
FHA, a federally-subsidized credit 
program for small operators who are 
unable to get funds through normal 
channels. It insures loans by private 
lenders up to 90 percent of reason- 
able value, or it makes direct loans 
for the purchase or improvement of 
family-sized farms and for construc- 
tion and repair of farm buildings. 
Ownership loans are for periods up 


, 


to 40 years at 4% percent, while 
housing loans are for as long as 33 
years at 4 percent. 

Since farm income tends to be sea- 
sonal, while farm living and operat- 
ing costs run around the calendar, 
farmers have always been pressed for 
short term and intermediate term 
loans. Every survey of consumer 
credit confirms that the farmer lags 
behind other occupations so far as 
debt is concerned for consumption 
goods, including automobiles. But 
his need for short and intermediate 
term credit continues to increase as 
modern farming calls for costly 
equipment and for large investments 
in feed, seed, fertilizers, insecticides 
and hired farm labor. Items like the 
bulk milk storage tanks, now widely 
used in major dairy regions, involve 
a $3,000 to $4,000 expenditure which 
may be handled through an inter- 
mediate term loan (five years), 
rather than a refinancing arrange- 
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ment blanketing it into the mortgage. 

These short and intermediate-term 
loans, made mostly on chattel mort- 
gage security, generally originate 
with a commercial bank or a sup- 
plier. But here, too, farmer-owned 
and managed cooperative institutions 
are playing an increasing role. 

Currently the farmer gets about 40 
percent of his short-term (one-year) 
loans from his bank at about 6 per- 
cent. Roughly 45 percent are ob- 
tained from individuals and dealers 
in fertilizer, feed, farm equipment 
and supplies—or perhaps from mem- 
bers of the family. Interest rates 
charged by individuals are higher 
than those charged by regular lend- 
ers, while merchants and dealers also 
frequently charge higher prices for 
goods sold on “time” or add financ- 
ing charges. 


The yardstick effect 


Federal intermediate credit banks, 
through production credit associa- 
tions operated and generally owned 
by farmers, are exerting an increas- 
ing influence in the short-term credit 
market. Before obtaining a loan from 
the PCA serving the area where his 
farm is located the farmer must buy 
Class B (voting) stock equal to 5 
percent of his loan. Even part-time 
farmers can participate, and borrow- 
ers can have funds for any general 
agricultural purpose up to the amount 
the loan committee feels reasonable. 

Even at 6 percent, PCA budget 
loans represent an attractive improve- 
ment in short-term credit. Under this 
plan, the farmer’s needs are budgeted 
for the entire season, and he gets the 
money as he needs it. He does not pay 
interest on any part of the loan until 
he receives the money, and when he 
repays any part of it interest ceases 
on the part he repays. It is even pos- 
sible to budget portions of the loan 
for as much as five years so it can be 
used for capital purposes such as 
buying machinery, foundation live- 
stock, or improving land and build- 
ings. 

For the marginal risk, there are 
also FHA operating loans for periods 
of one to seven years at 5 percent for 
introduction of improved farming 
practices, or for equipment, live- 
stock, feed, seed, fertilizer or other 
farm and home operating needs. 
These loans average about $3,500, 
and there is a $20,000 limit. 

Because cooperative credit has 
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WHO HOLDS FARM MORTGAGES 


$ Billion Percentage 
Federal Land Bank System 1.6 16.3 
Life insurance companies 2.4 25.1 
Commercial banks 1.5 14.8 
Farmers Home Administration 4 4.| 
Individuals 3.9 40.7 


9.8 100 


WHERE FARMERS GET SHORT-TERM LOANS 


Commercial banks 
Production Credit Associations 
Federal Intermediate Credit Bank 


Farmers Home Administration 


Others 


PERCENTAGE 
Banks for Cooperatives 57.8 


Commercial banks 10.3 


Marketing and supply companies 1.6 


Regional marketing and purchasing co-ops 2.8 
Individuals 4.0 
Insurance companies 4.7 
Certificates of indebtedness 16.5 


Miscellaneous __. 2.3 





been such a decisive factor in meet- 
ing agriculture’s needs during the 
past twenty-five years, it is worth- 
while to take a closer look at the in- 
stitutions which have been developed 
to bring a new supply of reasonably 
priced money to rural people. 

The three major systems of co- 
operative credit, each with its special 
purpose, all operate under super- 
vision of the Farm Credit Adminis- 
tration, an independent agency which 
keeps an eye on their financial oper- 
ations, and conducts annual audits 
of all banks and associations in the 
system. Expenses of the Farm Credit 
Administration are assessed against 
the credit institutions that it super- 
vises. 

Besides the professional staff, un- 
der the governor of the system, the 
central authority heads up in a thir- 
teen-man Federal Farm Credit Board. 
Each ef the three credit systems is 
broken down to 12 standard farm 
credit districts, with a seven-man 
district farm credit board in each of 
the 12 districts formulating a com- 
mon policy for all three systems with- 
in the district. 


Controlled by farmers 


For long-term loans the farmer 
ean look to the federal land bank 
system, with 12 district federal land 
banks raising loan funds for more 
than 1,000 farmer-organized and 
owned national farm loan associa- 
Short -and_ intermediate-term 
credit is arranged through the 12 
district federal intermediate credit 
banks, working through a national 
network of production credit associ- 
ations. Funds for marketing, servic- 
ing and purchasing cooperatives are 
obtainable from the 12 district banks 
for cooperatives, and—for major 
from a central bank for 
cooperatives in Washington. 

Lest the cooperative system be- 
come banker-minded, Congress has 
specified that control must rest with 
the farmer owner-borrowers. As 
stockholders, farmer-borrowers elect 
all directors of their local national 
farm loan associations and produc- 
tion credit associations. Directors of 
these loan and production associa- 
tions, together with the directors of 


tions. 


projec ts 


marketing, servicing and purchasing 
cooperatives, pick five of the seven 
directors for the district farm credit 
board. In addition, they nominate 
12 of the 13 members of the Federal 
Farm Credit Board in Washington. 
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(The thirteenth is appointed by the 
Secretary of Agriculture.) 

Many of the individuals who are 
active in the cooperative farm credit 
movement feel a close kinship with 
other forms of cooperatives, particu- 
larly credit unions. They like to talk 
about the fact that cooperatives have 
been so successful in helping farmers 
overcome seemingly unsurmountable 
obstacles. 

The cooperative farm credit sys- 
tem had its beginnings in 1916, when 
Congress passed the Farm Loan Act, 
creating 12 Federal Farm Loan 
Banks. In the beginning, as few as 
ten farmers would form a national 
farm loan association as a “retail” 
outlet for funds raised by the land 
banks. At one time there were more 
than five thousand such associations, 
but many failed in the great depres- 
sion. After extensive consolidations 
to weed out weak associations and 
eliminate overlapping, the system 
seems to have stabilized at about one 
thousand associations, all owned and 
managed by the farmers who use 
them. 

When the land bank program was 
drafted, there could be little doubt 
about the need. Insurance companies 
tended to make loans only in areas 
where loans were large and numerous 
and risks low. Commercial banks, 
especially in high risk areas, lacked 
resources to meet local needs. 

Mortgage terms were especially 
unfavorable. Usually loans were for 
five years. Often they matured in a 
period when money was in tight sup- 
ply, so borrowers found it difficult— 
and costly—to renew or refinance. 
Interest rates and commissions were 
as high as 10 percent. 


Tapping capital market 


One major contribution of the 
land bank system was that it enabled 
farmers to tap capital markets. Funds 
are raised through sale of land bank 
bonds, secured by first mortgages 
on farms. After a modest mark-up 
to cover operating costs, these funds 
are made available to local national 
farm loan associations. 

A farmer borrowing through these 
associations must subscribe to stock 
equal to 5 percent of his loan. The 
association in turn acquires stock in 
the land bank. At the present time, 
the 1,000-plus associations are owned 
by about 350,000 farmers and ranch- 
ers. Their investment in land bank 


stock has been sufficient so that the 


entire federal advance to the program 
was repaid more than a decade ago. 

The 12 federal intermediate credit 
banks go back to 1923, when the 
sharp drop in farm prices caused 
many rural banks to call their loans. 
Originally, the intermediate credit 
banks merely discounted or pur- 
farmers’ notes secured by 
chattel mortgages given to private 
lending institutions. With the devel- 
opment in 1933 of farmer-owned 
production credit associations to pro- 
vide short-term cooperative credit 
for production purposes, these fed- 
eral intermediate credit banks began 
serving as “wholesale” sources of 
funds for the farmers who join 


PCA’s. 


chased 


The repayment record 


Of $90 million originally invested 
by intermediate credit banks in 
PCA’s, all but $1.8 million has been 
repaid by the 480,000 PCA farmer- 
members, and 456 of the 497 PCA’s 
are completely member-owned. More- 
over, beginning in January 1957, 
PCA’s began acquiring the stock of 
the federal intermediate credit banks 
under a program which will mutu- 
alize the system in the not-too-distant 
future. 

Like the land banks, the inter- 
mediate credit banks broadened the 
source of farm funds by moving into 
the big capital markets. Their short 
term bonds, known as debentures, are 
selling to investors at about 4 percent. 
Proceeds are channeled to PCA’s by 
discounting the notes of the farmer- 
borrowers. Some PCA funds also go 
to private lenders, such as national 
and state banks, trust companies, 
agricultural credit corporations and 
livestock loan companies. 

The 13 banks for cooperatives— 
one in each of the 12 districts, plus 
the central bank in Washington for 
large loans—came into existence in 
1933 to encourage development of 
marketing, purchasing and service 
cooperatives. Their loans, for 10 
years or less and up to 60 percent 
of the appraised value of the security, 
are made for three main purposes: 
(1) short-term commodity loans, 
secured by first liens on farm prod- 
ucts or supplies; (2) short or me- 
dium-term operating or capital loans, 
secured or unsecured, to supplement 
the co-op’s working capital; and (3) 
facility loans, to assist in financing 
or refinancing the cost of construc- 

(Continued on page 26) 
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The Camden mill of the 

International Paper 

Company sprawls over 

400 acres of virgin tim- 
ber land. 


SUCCESS out of failure 


With one unfortunate experience behind them, this group has now 
built up the largest credit union in Arkansas and won company 
support throughout the International Paper organization 


FTER an employees’ credit union 
went sour and collapsed several 
years ago, management of Interna- 
tional Paper Company’s mill in Cam- 
den, Arkansas, decided to sit back 
and wait. They reasoned that when 
the time was right, the employees 
would start another credit union and 
make it stick. 

The management reasoned right. 
On November 28, 1953, Cullendale 
Federal Credit Union opened shop in 
a small office at one end of the paper 
mill’s warehouse. In less than four 
years this credit union has become 
the biggest in Arkansas, has enlisted 
1,400 members, has loaned more than 
$21% million and is marching stead- 
ily toward its goal of 100 percent 
membership among International’s 
1,900 employees at Camden. 

Credit union treasurer Joe Dooley 
can point directly to the reason 
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for this second-time-around success. 
“Company cooperation,” Dooley 
says. “They were all for us. The only 
thing they suggested was that we get 
somebody that knew the ropes to 
handle our books. They even started 
payroll deduction right off, and we 
didn’t have to ask them, either.” 

The Camden mill, sprawling over 
400 acres of virgin timber land in 
south-central Arkansas, is just one 
example of the enthusiastic company- 
wide attitude toward credit unions as 
expressed by top-level management of 
one of the world’s largest paper com- 
panies. 


How the company helps 
Cullendale Federal Credit Union, 


named for the former rural commu- 
nity which International Paper Com- 
pany has transformed into a 17,000- 
population metropolis, has almost a 


blank check to cover its requests of 
management. Here are some exam- 
ples: 

1. Management turned over the 
time office to the credit union, remod- 
eled it and now pays all utilities. The 
credit union office is strategically lo- 
cated right by a main gate, where 
many employees go in and out to 
work and to lunch. 

2. Each week the company payroll 
section turns over nearly $15,000 to 
the credit union from payroll deduc- 
tions. The credit union requires pay- 
roll deduction before approving a 
loan application, and almost 100 per- 
cent of the credit union’s income is 
directly from this deduction. 

3. The mill’s monthly news maga- 
zine prints the credit union’s monthly 
financial statement and also has run 
a promotional series of interviews 


with employees titled “Why I Belong 
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Company cooperation (left) meant 
the difference when employees of 
International Paper Company's mill 
n Camden, Arkansas, started a credit 
union after one had failed earlier 
The general superintendent's office is 
open to credit union officers at any 


time 


Without water, (right) there's no lum- 
ber mill operation. The Camden, Ar- 
kansas, mill of International Paper 
Company uses nearly 500,000,000 gal- 
ons of water inside the plant, plus 
this flowing river water used to trans- 
fer wood to the plant 


Cullendale Federal Credit 


to the 


Union 

4. Bulletin board space is provided 
throughout the plant for credit union 
posters, statements and announce 
ments, 

5. Employees who wear metal pro 
tective helmets are allowed to paste 
small windshield-type credit union 
stickers on their hats. One member 
says, “It’s pretty tricky to get those 
decals to stick because they’re really 
made to go face up against glass and 
the glue is on the wrong side for these 
hats.” Some hats have two stickers, 
one each front and back. The credit 
union officers say that the stickered 
hats are some of their best advertis- 
ing 

6. If the credit union has CUNA 
Supply Cooperative leaflets or other 
credit union information to distribute 
plant-wide, mill management allows 
the front gate guard to hand out the 
literature as employees drive by. 

7. The mill’s chauffeur is allowed 
to carry credit union funds to a bank 
in Camden three miles away, and the 
eredit union’s 100 percent 576 blan- 
ket bond has been extended to cover 
this man. 


The list could go on, but the pat- 
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tern is obvious: Mill management be- 
lieves in the credit union, gives it 
every assist possible, but insists that 
the credit union stand on its own 
feet. 

Hugh Hart, now an International 
Paper Company employee in Pine 
Bluff, some seventy miles from Cam- 
den, and president of the Arkansas 
Credit Union League, had been con- 
nected with the first credit union, 
which started in 1934 and liquidated 
in 1939. Undiscouraged, he deter- 
mined to get a credit union going for 
good. 

Hart paid the entire $25 charter 
fee and called in a Federal Bureau 
representative to help in the organiz- 
ing. Then Hart and some other em- 
ployees began an educational cam- 
paign before they opened for busi- 


ness, 
Big first day 


Treasurer Dooley well remembers 
that first day. “That’s the longest line 
I ever saw outside an office. They 
came from all over the plant to buy 
shares. Our office down on the ware- 
house was pretty small, and we were 
open only during the lunch hour. 
Still, we got more than one hundred 


members that first day. Boy, what a 
day!” 

Even now, the membership in- 
creases between 30 and 40 per month. 
That’s mostly International employ- 
ees, although a few accounts are set 
up for wives and children. The big- 
gest single account now is over 
$6,000, but usually when an account 
reaches $1,000 the owner opens a 
new family account. 

Not every day was a 100-member 
day, but within a year the credit 
union had 600 accounts. During that 
year Dooley had kept the books all 
by himself. A mill employee had de- 
signed a leather carrying case so that 
Dooley could keep all the account 
ledgers together and tote them each 
day from his office to the credit union 
office during his lunch hour. Dooley’s 
pay for his first four months’ work 
was a pen and pencil set. After that 
he started getting $20 per month, 
then $50 and last year he was raised 
to $100 per month, plus a $250 year- 
end bonus. 

Dooley’s regular job as assistant 
to the plant engineer demanded his 
full-time attention, so he handled 
credit union work during lunch, be- 
fore and after work and at nights at 
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home. The pace became too tiring, 
drove himself to the 
brink of a breakdown before a doctor 


and Dooley 


ordered him to bed. 

Turmoil took over the credit 
union. At first other officers would 
drop by Dooley’s hospital room and 
ask him how to straighten out a book- 
keeping problem. Then they started 
bringing books by the hospital for 
Dooley to check. Finally he had to 
suggest that the credit union hire a 
certified public accountant to work 
the credit union books until Dooley 
could get back to work. 

Likes his posting machine 

Three months later Dooley re- 
turned to work, back to the hand 
bookkeeping grind. But not for long, 
because two months later the credit 
union bought a posting machine. 

It was an eye-opener for the direc- 
tors to see what a difference the ma- 
chine could make. “My advice to any 
new credit union,” Dooley says, “is 
to buy a posting machine at the 
start.” 

The credit union passed another 
standard about eighteen months ago 
when it hired its first full-time em- 
ployee with the title of assistant treas- 
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urer. Later a clerk was hired, giving 


the credit union office a two-person 
full-time staff, plus Dooley who still 
works every day at noon. He still 
keeps the general ledger, but has the 
other workers post individual ledgers 
Cullendale Federal Credit Union 
members didn’t like passbooks, Doo- 
ley says. They either lost their pass- 
books or couldn’t remember to bring 
them when they came by the office. 
So the directors discarded the pass- 
book plan and changed to a quarterly 
statement mailed to all members. 
The seven-man board of directors 
has taken over the duties of an edu- 
cational committee in addition to 
maintaining its monthly meeting 
schedule. One of the board’s biggest 
educational feats was accomplished 
before the 1956 Christmas rush, when 
the board publicized the request that 
any Yuletide share withdrawals be 
made as far ahead of the holiday as 
possible. This spread the demand out 
so successfully that the credit union 
easily handles its Christmas loans. 
For the first three months this 
year the credit union had to shift to 
half-day operations because the year- 
end dividend posting kept the staff 
snowed under. Also this year for the 
first time the board voted an interest 


refund. The Cullendale group has an 
odd history of dividend declarations. 
After the first full year they paid 512 
percent; in 1955 they paid 5 percent 
and in 1956 they paid 41% percent, 
plus the interest refund. 

Treasurer Dooley says, “The board 
of directors felt that we had quite a 
few members using the credit union 
for investment purposes rather than 
helping their fellow man. So we cut 
the dividend each year, then added 
the 10 percent refund last year. 
They’re all still with us, so our guess 
must have been a little off.” 


Strong board and committees 


Backing up the board of directors 
are a strong loan committee and a 
qualified supervisory committee. The 
Federal Bureau approved a seven- 
man loan committee, because some 
members are occasionally called onto 
shift work. The group meets every 
Tuesday and Thursday noon in a 
conference room which the company 
has furnished next door to the credit 
union office. The supervisory commit- 
tee makes its required quarterly 
audit promptly and efficiently, and all 
its members are International Paper 
Company bookkeepers. 

Cullendale so far has had difficulty 
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in keeping money loaned out. At the 
end of 1956 they had nearly $46,000 
in cash in a Camden bank, and they 
were beginning to look for other in- 
vestments to take up the slack in 
members’ loan applications. Dooley 
says that a lot of members deposit 
ten dollars a week but never apply 
for a loan. There are now 47 accounts 
over $1,000 each. The biggest single 
loan, $3,500, was allowed to a mem- 
ber to buy some real estate. 

otal assets last year grew from 
$244,755 to $434,146, with loans in- 
creasing from $219,717 to $384,759 
and shares increasing from $232,331 
to $407,975. Out of the $244 million 
loaned since November, 1953, only 
$99.40 has been charged off as un- 
collectible. 

A benefit which both management 
and employees realize is the credit 
union’s effect on the garnishment 
problem. The company payroll sec- 
tion now says that garnishments have 
practically vanished. International 
Paper earned a reputation for tough- 
ness with garnishments, since any 
employee whose wages were gar- 
nisheed more than once was auto- 
matically dismissed. 

Another thing which the company 
won't allow is malpractice in the 
credit union. One member who ad- 
mitted 
dismissed, but the company saw to 
it that the credit union didn’t suffer 


any financial loss. 


forging a co-signature was 


Supervisors as members 


Che friendly ties between mill man- 
agement and credit union leaders 
run beyond simple provision of phys- 
ical needs. Plant manager A. G. Ro- 
zyskie and nearly all other mill su- 
pervisors are credit union members, 
and the credit union officers acknowl- 
edge their bosses’ support by offering 
them each year tickets to the Arkan- 
sas Credit Union League’s annual 
banquet. 

The Camden mill management’s 
cooperation with the credit union is 
1 reflection of company-wide policy. 
There are credit unions serving In- 
Company em- 
ployees in Mobile, Ala.; Camden, 
Ark.; Fla.; Kansas 
City, Kan.; Bastrop and Springhill, 
La.; Chisholm, Me.; Kalamazoo, 
Mich.; Moss Point and Natchez, 


Miss.; Niagara Falls, Palmer, Ticon- 


ternational Paper 


Panama City, 


deroga and Tonawanda, N. Y.; and 
Canadian International Paper at Dal- 
housie, New Brunswick. 
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“Ready source of cash," is 
member Reba Coopwood's 
reason for belonging to 
Cullendale Federal Credit 
Union. She says, “'! realized 
the value of belonging to 
the credit union when it 
was first started. | know 
that it gives me a ready 
source of cash when | need 
it,” 


International Paper Company and 


its principal operating subsidiary, 
Canadian International Paper Com- 
pany, own and operate 21 paper and 
pulp mills and more than 30 convert- 
ing plants, which employ approxi- 
mately 47,000 persons. The firm 
originated in 1898 primarily as a 
newsprint manufacturer, but it has 
since added other paper forms. Pro- 
duced at the Camden mill are papers 
for asphalting, multiwall bag, flour 
bag, rosin bag, envelopes, tire wrap, 
gumming and file folders. Camden 
mill is part of International’s South- 
ern Kraft Division, producing only 
the heavy brown paper which gets 
its name from the German word 
“kraft” or “strength.” 

Camden mill started in 1927 on 
160 acres, and by 1928 it was turn- 
ing out 150 tons of paper a day from 
two machines. That has now swelled 
to 550 tons per day from three ma- 
chines, with 1300 cords of wood con- 
sumed per day. The mill itself has 
1450 employees with a $61 million 
annual payroll. Of those employees, 
about 275 are colored and 54 are 
women. 

One idea of the scope of the Cam- 
den mill operation is the fact that be- 
tween 475,000,000 and 500,000,000 
gallons of water are used per month. 
Engineers have drawn such a fine line 
in allowing the mill to re-use the 
water that a standing joke around the 
mill is that they use the tiredest water 
in the world. 

In 1928, when Camden mill 
opened, base rate pay was 241% cents 
per hour. Now it is $1.64. And, 
though Arkansas raised the minimum 


wage to $1.00 per hour in 1956, 
Camden mill had been paying that 
since 1947, 

Camden mill’s earlier failure with 
credit unions gave it something like 
a black eye with company manage- 
ment, since other International Paper 
installations had thriving credit 
unions. 

But Cullendale Federal Credit 
Union is now making up for lost 
time. 

For one thing, as Arkansas’ largest 
credit union it shoulders a big part 
of the Arkansas Credit Union League 
load. Last year, in fact, Cullendale 
paid $557.06 league dues, nearly one- 
fifth of the league’s total. In good 
credit union spirit, the directors say 
they realize that they’re big and 
they’ve got the money to spend. 


It grows on you 


Cullendale Federal Credit Union is 
so strong, in fact, that it is being 
called upon to become the hub of a 
new Texarkana Credit Union Chap- 
ter, one of six being organized in the 
state, 

Treasurer Joe Dooley pretty well 
sums up the feeling of Cullendale’s 
officers. “I have studied about credit 
unions a long time,” he says, “and 
it’s something that grows on you. I 
realized that we had to have savings 
before we could make loans, so we’ve 
stressed savings. Now we're a little 
behind on loans, but we'll get it ad- 
justed. At any rate, we've never run 
short of funds. A fellow has got to 
like credit unions to put in all the 
work, and it’s been a pleasure to work 
and see how many we've helped. 
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Kieth Nosack, champion volunteer organizer, (left) examines a flannelboard now being used for organization meetings.. Karl Little, Utah 
managing director (right), enjoys Nosack's comments. 


CREDIT UNION DAY 


this year, it will be 
an organizing event, 
with October called 
Organization Month 


YREDIT Union Day, 1957, will be 
the highlight of a month-long 
organization campaign which the 
organization department of the 
Credit Union National Association 
hopes will halt the decrease in the 
rate of new credit unions being 
formed—and start the ball rolling in 
the opposition direction. 

The entire “advance guard” of the 
credit union movement is being urged 
to participate in the concentrated 
drive which will last throughout the 
month of October. Credit Union Day 
is October 17. The entire month of 
October has been designated Organi- 


August, 1957 


zation Month, and the week of Octo- 
ber 13-19 has been named Prospect 
Week. 

Letters have been sent to members 
of the Founders’ Club, participants 
in the Volunteer Organizers’ Contest, 
and all national and alternate national 
directors of CUNA asking them to 
take part. Leagues will send letters 
to field personnel, league directors. 
volunteer organizers, existing credit 
unions, and business, church and 
fraternal leaders urging them to par- 
ticipate in the drive. 

Purpose of the concentrated cam- 
paign will be to stop what H. B. 
Yates, former managing director of 
CUNA, called “the disturbing slow- 
down in the organization of new 
credit unions.” The goal is to reverse 
the slow-down and get the organiza- 
tion drive moving as fast as it was 
in the peak year of 1954 when 2,175 
new credit unions were formed. 

Ever since 1954, the number of 


credit unions organized each year 
has fallen. In 1955, a total of 1,837 
were formed. Last year, only 1,671 
were established. And, so far in 1957, 
the rate has fallen even lower. In the 
first six months of 1956, a total of 
973 new credit unions were formed. 
In the first six months of 1957, only 
876 have been organized. 


New organizing tools 


To help credit union organizers do 
their job, a whole new battery of sales 
tools—much like those used by other 
hard-hitting sales forces—has been 
created and produced by the new 
organization department. Robert 
Dolan, CUNA organization director, 
says the sales tools should increase 
the effectiveness of any credit union 
organization talk in which they’re 
used. He says he hopes “as many 
leagues, chapters and _ individual 

(Continued on page 24) 


21 





TORNADO hits Fargo! 


HE North Dakota Credit Union 

League is proud that our mem- 
ber credit unions in Fargo are help- 
ing their memberships and each other 
in the best credit union traditions,” 
says league managing director John 
Hillerson. “The Fargo tornado is 
example of what credit 
unions can do to meet special emer- 


another 


gencies. 

A tornado struck Fargo, North Da- 
kota, on the evening of June 20. It 
lasted only a few moments. But dur- 
ing these short seconds ten persons 
lost their lives, more than one hun- 
dred were injured and some two 
thousand lost their homes. 

Total damage sustained by the 
Fargo community is probably in the 
neighborhood of $15 million. Insur- 
ance men estimate losses covered by 
insurance to be between $8.5 and $10 
million. At least 1,603 buildings were 
More than 
1,500 of these are single and multiple 
dwelling units. 

An entire residential area of older 


damaged or destroy ed. 


homes was leveled. Most of its resi- 
dents had left town, heeding advance 
warnings on radio and TV. But six 
of the seven children of one family 
stayed through the storm. All six 
were killed. 

A downpour of 2.6 inches of rain 
on the following day nearly doubled 
the property loss of the tornado vic- 
tims, according to Red Cross esti- 
mates. 

Hardest hit among Fargo credit 
unions is N.D.A.C. Employees Fed- 
eral Credit Union, serving the em- 
ployees of North Dakota Agricultural 
College. Its office was damaged only 
slightly. But the tornado destroyed 
or damaged sixty-one of the homes of 
the credit union’s two hundred and 
ninety-two members. 

Here is what happened to some 
N.D.A.C. members: 

* “I was alone at home,” says Joyce 
Aasen, assistant treasurer of the 
credit union. “Our little girl (age 3) 
was with my sister on the south side 
(Continued on page 24) 


At top, two scenes of tornado devastation in Fargo, shortly after the storm passed. 


At left, Mrs. Joyce Aasen, assistant treasurer of the N.D.A.C. Employees Federal Credit 
Union of Fargo, whose home was completely destroyed. The remains are shown just above. 


Bottom: a credit union member's home is pulled down to clear the site for new building. 


The latest word from Fargo is that four credit unions will waive interest on loans to tornado 


victims. 

















Closed circuit television 
brought the crowds togeth- 
er at the Tennessee League 
annual meeting, where there 
many for one 


were too 
hotel. 


Left: This plane took 
members of the Nether- 
lands Savings & Credit 
Union, Ltd., back for a visit 
to their native Holland 
from their new home of Ed- 
monton, Alberta. 


The first regional public 
relations conference under 
CUNA sponsorship took 
place in Philadelphia in 
June. Next: Kansas City in 
September; Seattle (tenta- 
tive) in December. 


Left corner: First air- 
force group to get a credit 
union charter following up 
a recent directive from Air 
Force personnel officers was 
the O'Hare International 
Airport staff at Chicago. 
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It was the first time 
closed circuit TV had been 
used this way in a southern 
city. There were about 300 
delegates and guests in 
each dining room. 


_ 
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Lower right: Governor 
Price Daniel of Texas signs 
a law which requires credit 
unions to set aside 20 per- 
cent of earnings in a quar- 
anty fund for five years, 10 
percent thereafter. 
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TORNADO HITS FARGO 


(Continued from page 22) 


of town. And my husband was at the 
lake, some hundred miles north. | 
was busy with housework. Because I 
was neither listening to the radio nor 
viewing TV, I had no idea that the 
tornado was on its way to Fargo. 
The first thing I knew about it was 
when a garbage can flew through a 
window. Then our roof came off. 
The rest of the tornado I spent on the 
shower floor.”’ Concludes Mrs. Aasen, 
“We were so terribly lucky. After 
all, we came out of it without injury.” 


After the storm subsided, clean-up 
crews removed nine truckloads of 
rubble from the Aasen frontyard. 
Because the damage was so severe, 
the Aasens decided to rebuild from 
scratch. Bulldozers promptly razed 
the ruined building, which was only 
a few years old. Construction of the 
new home is now well under way. In 
less than three weeks after the tor- 
nado shattered it, the new garage was 
completed. Fortunately the Aasens 
carried adequate insurance coverage. 
Nevertheless, they will have to bear 
one-fourth of the cost of their new 
home. 


* Not all N.D.A.C. members escaped 
without injury. John Watt, professor 
of music at the college, was studying 
in his third floor apartment when the 
tornado struck. His leg was severely 
injured and he will need surgery. 


* Dr. Hale Aarnes, professor of edu- 
cation and chairman of the education 
department of the college had just 
come home when the storm ap- 
proached. He hid behind a beam in 
the fireplace. The Aarnes home was 
completely destroyed—only the fire- 
place remained in one piece. 


* Orville Jacobson, president of 
N.D.A.C. Employees Federal Credit 
Union for the past two years, is busi- 
ness manager of the agricultural ex- 
tension service of North Dakota Agri- 
cultural College. He had heard the 
radio warning and was in the base- 
ment when the dark funnel descended 
upon his home. During earlier eve- 
ning Jacobson had been doing some 
amateur repairwork on the bed- 
springs of a mattress. The entire 
Jacobson family, including two boys 
and two girls, crawled under this 
mattress. This saved their lives. A 
neighboring stucco house slashed into 
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the Jacobson’s wood frame home, 
lifting the Jacobson house ten feet 
from its foundation. Then a car was 
blown into the Jacobson home. And 
the neighbor’s second floor bathroom 
landed in the Jacobson basement. 
Miraculously none of the Jacobsons 
were injured and they sustained noth- 
ing worse than a number of bruises 
and scratches. “I feel very, very 
grateful that we are still alive,” com- 
ments Jacobson. “All of us could 
easily have been killed.” 

Members of other credit unions in 
the Fargo area also suffered losses. 
But in none of the other affiliated 
credit unions were more than a few 
families affected by serious tornado 
damage. 

What are the Fargo credit unions 
doing for their tornado victims? 
N.D.A.C. Employees Federal Credit 
Union has made a special drive for 
loan funds. “The members are re- 
sponding magnificently,” reports as- 
sistant treasurer Aasen. “We are 
getting all the money we need. Dur- 
ing the last week alone we have made 
twenty-five loans to help members 


CREDIT UNION DAY | 


(Continued from page 21) 


credit unions as possible will make 
use of the new tools.” 

The new tools—being made avail- 
able through CUNA Supply Coopera- 
tive—are flannel boards, flip charts, 
35 millimeter color slides and posters 
with “tip” sheets. According to 
Dolan, the new tools will perform the 
following functions: 

1. Flannel boards—For use before 
audiences of 5 to 200 persons. The 
flannel board already being used in 
23 leagues is designed for charter 
meetings. Another one for organiza- 
tion meetings will follow. Flannel 
boards are a relatively new audio- 
visual tool. 

2. Flip charts—For use in man-to- 
man interviews. The flip chart now 
in use is designed especially for talks 
with management of industrial con- 
cerns. Others aimed at special rural 
and urban groups will follow. Flip 
charts have been used by salesmen 
for years. 

3. Color slides—For use in illus- 
trating talks before large groups. This 
is actually a flip chart on color slides. 
A variety of these aimed at special 
groups will also be produced. 

4. Posters with “tip” sheets—This 
tool falls into a special category. Its 


over tornado damage. This is only 
the beginning. There will be more 
loans for these same and other mem- 
bers later. Because many of them 
will have to start housekeeping from 
scratch.” 

Northern Pacific Railway Em- 
ployees Credit Union has voted to 
waive interest for tornado victims, 
treasurer Harold Rebsom announced. 
“And if the N.D.A.C. Credit Union 
should find itself short of money to 
lend to its members, we are going to 
make our excess funds available to 
them interest free.” 

St. Mary’s Credit Union, too, will 
help some of the victims through spe- 
cial board action. Reports treasurer 
Kundert of the North Dakota Na- 
tional Guard Credit Union, “We are 
going to waive interest on some of 
our loans to help those of our men 
who were hurt most.” 

And the North Dakota Central 
Credit Union at Jamestown is waiv- 
ing interest on all emergency loans to 
North Dakota credit union officers 
whose homes were damaged or de- 
stroyed by the disaster. 
use is to obtain “leads” which organ- 
izers can follow through on. It’s a 
lot like the cards many door-to-door 
salesmen ask you to fill out giving 
them the names of friends or neigh- 
bors who might be interested in their 
products. The poster, which can be 
hung anywhere, has attached to it a 
pad of forms which can be filled 
out by credit union members, giving 
the names of groups they believe can 
be organized into credit unions. 

Several leagues already have flan- 
nel boards and flip charts in use by 
their field men or volunteer organ- 
izers. Typical of their reception is a 
letter received by Dolan from Fred 
A. Stahl, managing director of the 
Minnesota League of Credit Unions: 
“Heartiest congratulations on your 
flip chart. It looks to us like a very 
good deal.” 

Keith Nosack of Salt Lake City, 
winner of the last two Volunteer 
Organizers’ Contests, tried out one 
of the new flannel boards and said: 

“I was very much impressed by 
the flannel board. Whoever designed 
it did a very good job. I am sure it 
will make a clear, concise presenta- 
tion to a group much easier and more 
effective. As a former school teacher 
I am delighted to see that visual aids 
are being used by CUNA to promote 
a better understanding of the credit 
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union story. It will, I am sure, make 
for better organization and charter 
meetings.” 

Nosack won the Volunteer Organ- 
izers’ Contest in 1955 and again last 
year, and he already is enrolled in 
this year’s contests. He organized his 
first credit union in June as he began 
his attempt to win the contest for the 
third year in a row. He organized 31 
credit unions in the last two years, 
plus performing his regular duties as 
director of the Utah Teachers’ Wel- 
fare Association. 

In addition to the new sales tools, 
the CUNA Organization Department 
is also sponsoring two new contests 
during the month of October to en- 
courage leagues to get out and enlist 
the aid of their members in making 
the big organization push a success. 
One of the contests will be held 
throughout Organization Month and 
the other will be held during Pros- 
pect Week. 

The month-long contest will be 
won by the league which secures the 
highest number of credit union char- 
ter applications during October. The 
applications will not have to have 
been acted on to count in the contest. 
The winning league’s prize will be 
one of the new flannel boards. 


Honoring contact record 


The second contest—which will run 
only during Prospect Week, October 
13-19—will be won by the league 
which contacts the highest number of 
potential credit union groups during 
that week. The league which wins the 
contest will win an engraved wall 
plaque. 

Tally sheets and further instruc- 
tions on the two contests will be sent 
out soon by the organization depart- 
ment, 

The new contests and designation 
of October as Organization Month 
and the week of October 13-19 as 
Prospect Week are not to be con- 
strued as “razzle-dazzle stuff” pri- 
marily aimed at “jazzing up” the or- 
ganization of new credit unions, says 
Dolan. 

“Organization Month is just like 
Mother’s Day,” as Dolan sees it. “You 
love your mother all year round but 
you celebrate Mother’s Day as a re- 
minder of that love. It’s our full-time 
job to organize new credit unions, so 
we're setting up Organization Month 
as a reminder of that job.” 

Dolan also points out that organ- 
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izing new credit unions just for the 
sake of seeing the number of credit 
unions grow is not the purpose of 
the drive. “A healthy body must pro- 
duce new cells and grow if it expects 
to live,” he says. “That’s the real goal 
of our organization campaign. To 
enroll new credit unions and new 
credit union members that can help 
us in our growth.” 

Since much of the work that will 
make the concentrated organization 
campaign a success must be done by 
field representatives, Dolan suggests 
a five-point program for them to 
follow: 

1. Try to arrange their schedules 
so they can concentrate on organi- 
zation and charter meetings during 
the month of October. 

2. Hold weekly meetings with vol- 
unteer organizers in their area. 

3. Set definite quotas so they'll 
have something to aim at. 

4. Use Prospect Week as “doorbell 
ringing week”. Get out and look for 
and meet potential credit 
groups. 

5. Follow through on all leads that 
have been furnished by “tip” sheets. 

In connection with the last item, 
Dolan suggests that leagues, chapters 
and individual credit unions make 


union 


the best use they can of the posters 
and “tip” sheets before Organization 
Month arrives. He urges that the 
posters be placed in all credit union 


offices and on any bulletin board 
where a credit union member might 
spot it. He says the posters should be 
put up in early September, giving 
members an entire month to hand in 
their tips. Dolan also suggests that 
leagues act as clearing houses for the 
“tip” sheets and assign organizers to 
follow through on each of them. 

The new sales tools and new con- 
tests came out of a meeting of league 
and CUNA personnel last fall at 
Madison, when it was decided that 
new techniques were necessary to re- 
establish the vigorous growth of 
credit unions. Numerous other sug- 
gestions made at the meeting, such as 
meetings with national leaders of 
other groups, fact-finding confer- 
ences, training programs and revi- 
sions in previous techniques, already 
have been put to use by the organiza- 
tion department. 

The organization campaign was 
set up for October in line with a con- 
clusion reached at last fall’s meeting 
that “greater effort should be devoted 
to capitalizing on the increased 
amount of publicity created by Credit 
Union Day.” The credit union lead- 
ers noted that “while many credit 
union chapters celebrate quite exten- 
sively, it does not appear that suffi- 
cient thought has been given to a 
planned follow-up program for the 
purpose of organization.” The new 
campaign is designed to fill that need. 





MORTGAGE BROKERS 
(Continued from page 4) 
sion,” a committee investigator testi- 

fies. 

Violations of fiduciary trust re- 
vealed during the public hearing in- 
clude cases in which the borrower 
wanted only a small amount of cash 
which he might have obtained by a 
correspondingly small second mort- 
gage. But the broker persuaded the 
borrower to refinance a_ perfectly 
good first mortgage, often at a higher 
rate of interest, in order to exact the 
maximum brokerage fee. 

Further violations of trust include 
instances of brokers making loans to 
persons receiving public aid. “This 
resulted, in some cases, in the aid 
recipient being forced off the public 
rolls because of the cash he had se- 
cured from the loan,” the subcom- 
mittee report states. 

(5) Source of funds. Legally only 
third parties may be the source of 


funds secured through mortgage 
brokers. Anyone charging brokerage 
fees while lending his own funds 
would be violating the usury statutes. 
But conviction of such a violation re- 
quires proof. California’s active little 
group of unethical mortgage loan 
brokers is well aware of this require- 
ment. It does its best to sow doubt, 
confusion, and uncertainty in the 
matter of loan sources. “Rarely does 
the borrower know where the funds 
for his loan are coming from. As a 
matter of fact, after two years of in- 
vestigation, the committee itself is 
dubious about the real source of 
much of the money involved in these 
tri-partite agreements. One of the 
principal offenders in Los Angeles, 
for example, lends his wife’s money. 
Another has a separate corporation, 
with almost the same offices, set up to 
provide intermediate funds. Others 
apparently have a pool of meney out 
of which loans requested are 
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confusion is 
pounded by the fact that in their ad- 
vertising, most brokers deliberately 


financed. The com- 


create the impression that they, them- 
selves, are money lenders. In fact, the 
name of the association which repre- 
ents most of the worst offenders in 


the Los 
pendent 


Angeles area is the Inde- 
Mortgage Bankers 


tion concludes the subcommittee. 


Associa- 
Certainly we have good reason to 
juestion the sincerity of this group 
vhen they assume for their associa- 


tion’s name the word ‘bankers’.” 


(6) New devices. Blocked off from 
fabulous profits by the 1955 law, 
some brokers seem to have delib- 
erately set about to find new ways to 
balloon their Most novel 


of these. according to the subcommit- 


earnings. 


tee report, is a closed option plan, 
instituted by one firm in Palo Alto. 
Here is how this plan works. The 
borrower is asked to select a specific 
plan. If $1,000 is bor- 


rowed to be fully amortized over a 


repayment 


92-month period, the borrower could 
elect a 37-month prepayment period. 
Then, if he chooses to pay off the 
note within the first year, he would 
still have to pay interest for the re- 
maining two years. If, however, he 
went beyond the 37 months without 
paying off the note, he would be obli- 
gated to pay interest for the full 52 
months, even though he might be able 
to repay the balance earlier. Some 
borrowers accept a zero prepayment 
period which requires them to pay 
off the note within two months. Most 
loans are paid off to this particular 
company before the due date, which 
makes this plan attractive to in- 
vestors because it provides a sub- 
stantial amount of additional interest. 

Department of Finance auditors 
literally hundreds of 
revealing that borrowers are charged 


found cases 
interest from the date the loan appli- 
cation is signed, in spite of the fact 
that there may be a lapse of from 
four to thirty days or longer before 
funds are actually paid out. 


Are the victims of unethical mort- 
gage loan brokers ever able to free 
themselves from the clutches of their 
tormentors? Two members of the in- 
vestigating committee, Chairman Un- 
ruh and Assemblyman Chapel, inter- 
viewed an experienced broker on this 
subject. The witness testified under 
ath that most mortgages are pre- 
Concluded the 
broker, “I know very few, personally, 


paid by refinancing. 
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that have ever paid off. Actually, | 
can't recall any. | never ran into any- 
body that said, ‘I finally made the 
last payment.’ ” 

But there is good reason to believe 
that the worst plight of California’s 
borrowers is drawing toward an end. 
The widespread interest aroused by 
the findings of the assembly com- 
mittee has brought both administra- 
tive and legislative changes. The 
former include the appointment of a 
new Real Estate Commissioner. And 
the revocation of the licenses of at 
least four mortgage loan brokers 
served notice on the industry that 
violators would face serious conse- 
quences. 

Here are the legislative changes 
enacted by California’s lawmakers 
during their 1957 session: 

® Before becoming obligated to 
complete the loan, the borrower must 
written 
itemizing all estimated costs and ex- 
must be 


be furnished a statement 


penses. This statement 
signed by both the borrower and the 
person negotiating the loan. At the 
time of executing the loan, the bor- 
rower receives an exact copy of this 
. shall in- 
duce, require, or permit such state- 


statement. “No person . . 


ment to be signed by a principal to 
the transaction if such statement con- 
tains any blank portions...” 
Included in the statement are the 
rate of interest or the total amount 
of interest; the terms of the note, the 
number of installments, the amount 
of each installment, and the approxi- 
mate balance, if any, due at maturity; 
a statement that the broker is not the 


THE BORROWING FARMER 


(Continued from page 16) 


tion, purchase, or lease of land, build- 
ings, equipment or other physical 
facilities. Facility loans are made on 
a secured basis. 


Banks for cooperatives are over- 
whelmingly the principal source of 
credit for co-ops. In fact, figures 
published by the Farmer Cooperative 
Service show the Bank for Coopera- 
tives supplied nearly 58 percent of 
the funds borrowed by cooperatives 
in 1954. Certificates of indebtedness 
held by members accounted for an- 
other 16.5 percent and commercial 
banks 10.3 percent. Co-ops also had 
help from these sources: insurance 
companies 4.7 percent, individuals 
4 percent, regional marketing and 


lender; and the terms of prepayment 
privileges, if any. 

@ If the total amount of costs and 
expenses exceeds the maximum esti- 
mated in the statement, the person 
negotiating the loan must so inform 
the borrower in writing. The bor- 
rower may then withdraw from the 
transaction. But in such an event the 
borrower is obligated for actual costs 
and expenses previously incurred or 
paid to persons other than the person 
negotiating the loan. 

® When a loan is refinanced, al- 
lowable charges on additional sums 
advanced may not exceed the charges 
applicable to a new loan for the re- 
mainder of the term of the note or 
any extension thereof. 

@ Advertising in any manner of 
rates, terms or conditions for making 
or negotiating loans may not be 
false, misleading or deceptive. 

These changes do not incorporate 
all of the recommendations of the in- 
vestigating committee. But they pro- 
vide the borrower with new safe- 
guards. “It is too early to tell 
whether our new safeguards will give 
adequate protection to the borrower,” 
says Assemblyman Unruh who is also 
chairman of the assembly's commit- 
tee on finance and insurance. “In 
another six or eight months We are 
going to take another look at the 
effectiveness of the 1957 legislation. 
And, if necessary, we will then con- 
tinue our investigation until we can 
pass legislation adequate 
protection of borrowers from unde- 


assuring 


sirable practices by mortgage loan 
brokers.” 

purchasing cooperatives 2.8 percent, 
and marketing and supply companies 
1.6 percent. 

While the cooperatives own part 
of the capital stock of each bank for 
cooperatives, most of the capital of 
the banks for cooperatives is still 
government money. Under a program 
which got under way last year, this 
government investment is to be paid 
off, so that the banks will ultimately 
be owned entirely by the coopera- 
tives. 

To raise this additional capital, the 
Bank for Cooperatives is offering 
additional stock which cooperatives 
can buy. As cooperatives take ad- 
vantage of this opportunity to in- 
vest in the banks, government ad- 
vances will be paid off, so that the 
system will eventually operate on re- 
volving funds. 
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To Honor Volunteers— 
“Brothers Keeper Contest 


The last time you had a tedious job to do, who volun 
teered to help you out? When you were burning the mid 
night oil, who was working alongside you? When you 
needed a punch pourer or stamp licker, who poured and 
licked? When you had a membership drive, who brought 
in the most new members? Who, as a volunteer has 
helped other groups form credit unions? 

This year, a “Brother’s Keeper” contest has been initi 
ated to honor the men and women who are giving out 
standing volunteer service to their fellowmen through 
credit unions. They will be honored during Credit Union 
Week October 13-19. 

If you want to honor someone, enter his name in the 
contest now. Contest directions are included in the 
Credit Union Day kit mailed to league and chapter ofh 


cers. 
The Bare Bones of It 


Your credit union chapter selects a “Brother's Keeper” 
from written nominations by your credit unions. The 
chapter winner is entered in the league contest. The 
league “Brother's Keeper” is entered in the CUNA con- 
test by September 15. CUNA will select a “Brother's 
Keeper” of North America and award him a three-week 
CUNA European tour for next summer. 


How to Honor Your “Brother’s Keeper” 


IN YOUR CREDIT UNION 

1. Make your “Brother’s Keeper” guest of honor at 

your Credit Union Day celebration. 
Place his picture on the bulletin board or some 
public place where you work. 
Give him some sort of award. 
Ask management if it might like to congratulate 
him. 
Furnish your newspaper, radio and TV station with 
a picture and news about your “Brother’s Keeper” 
and about Credit Union Day. If management has 
issued congratulations, include this. 
Prepare a proclamation stating what your 
“Brother’s Keeper” has done for this honor, and 
display it for all to see. 
Furnish your employee magazine, labor paper or 
trade publication with a picture and information 
about your “Brother's Keeper” for the October 
issue. 
IN YOUR CHAPTER 
Your job is to publicly honor your chapter “Brother's 
Keeper” and also, all other “Brother's Keepers” in your 
various credit unions during Credit Union Week. 

1. Make your chapter “Brother’s Keeper” guest of 
honor at your Credit Union Day celebrations. Also 
honor the other “Brother's Keepers” representing 
their credit unions. 

Honor your chapter winner with an award. 
Arrange to have the mayor or some other prominent 
oficial or religious leader congratulate him. 
Arrange to have him interviewed on a local TV or 
radio program. The chapter president and Credit 
Union Day chairman might appear with him. 
Introduce your “Brother's Keeper” to other com- 
munity groups. 

Make sure your newspaper, radio and TV stations 
have pictures and news of every occasion in which 
your “Brother’s Keeper” is honored, as well as bio- 


graphical information about him. Also include pic 
tures and biographical material about all candidate: 
in your chapter “Brother's Keeper” contest. The 
“runners-up” are news too. 
Furnish employee magazines, labor papers and 
trade magazines with pictures and stories about 
your chapter “Brother’s Keeper” for the October 
issues. 
IN YOUR LEAGUE 
Your job will be promoting your “Brother's Keeper” 
throughout your state or province, providing CUNA with 
necessary information about him for the CUNA contest, 
and also helping provide publicity for all chapter win 
ners in your league. Here are some suggestions: 

1. Send pictures and a story about your league 
“Brother's Keeper” to newspapers throughout your 
state or province. Give the scoop to the winner's 
home town newspaper first. 

Send out a news release on all chapter winners who 
competed in the league contest. This might be com 
bined with the story on your league winner. 
Honor your league “Brother's Keeper” at your 
Credit Union Day celebration. You might also 
honor chapter winners by forming a Court of 
Honor. 
Try to have your governor or some other top offi- 
cial congratulate him. This makes excellent pub 
licity throughout your state or province. 
Arrange interviews for him on TV or radio pro- 
grams. The managing director and Credit Union 
Day chairman could appear with him. 
Publicize the fact that he is or was a candidate for 
“Brother’s Keeper” of North America. 
Send a picture and story of your winner to trad« 
publications, employee magazines, labor papers, et: 
Arrange to have him meet before civic groups dur 
ing Credit Union Week. You might have him speak 
at their luncheon or dinner meetings. 
USE STRATEGY 
Make early enough deadlines and stick to them. At the 
beginning of Credit Union Week October 13, when win 
ners are announced on all levels, you should be ready to 
kick off your promotion: Post-Credit Union Day souve 
nirs should include a badly worn Credit Union Day kit, 
a stack of newspaper clippings and lots of goodwill. 





contest. 








brations. 





Nominate your “Brother's Keeper” by letter. 
Your candidate must be a volunteer credit union worker. 
September 15 is the deadline for leagues to enter the CUNA 


A free three-week CUNA European tour for next summer will be 
awarded to the “Brother’s Keeper” of North America. 
Honor your “Brother’s Keeper” at all Credit Union Day cele- 
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Greeting a new credit union 

CREDIT union in Oregon City, Oregon, did a nice 
thing the other day when a new credit union was 
formed in another employee group. They ran an open 
letter of greetings and good wishes in the paper. 

The new group was the Clackco Employees Federal 
Credit Union. The greetings were extended by Crown 
Employees Federal Credit Union, over the signature of 
the president, Harry A. Neilson. 

“We, the members of the Crown Employees Federal 
Credit Union, extend to the Clackco Federal Credit Union 
a hearty welcome to the family of credit unions in our 


A 


community,” sad Mr. Neilson’s message. 

“What is a credit union? A credit union is an expres- 
sion of the true ideals of democracy where neighbors, 
friends and associates join in a cooperative effort of 
mutual assistance viewed from whatever philosophy may 
be yours, commercial, social or moral. Commercially it 
has proven to be a sound and wise investment of time and 
effort. Socially it fosters the fellowship of neighbors. 
Morally it is of mutual benefit to all of us.” 

The message also described the basis on which credit 
union officers serve, and closed with cordial greetings. 


Dividend competition studied again 
IGH dividend rates result in some shifting from one 
savings institution to another, but the shifting takes 
place mainly among the big accounts. Small thrift ac- 
counts are affected little. 

[his is the conclusion of the U. S. Savings and Loan 
League, based on a recent study spurred by currently 
increased bank rates on savings. 

In the competitive struggle between banks and savings 
and loans for the savings dollar, banks have made definite 
gains since they started raising their interest rates, the 
study shows. Savings and loans are advised to maintain 
a rate of return 1% of 1 percent above the local bank rate. 

For credit unions, the report contains a familiar moral: 
only the big savers are inclined to be dividend-conscious. 


CUNA, Michigan, Illinois books out 
EARBOOKS are coming out. 

The CUNA yearbook, the Michigan league year- 
book and the Illinois yearbook all appeared during late 
June and early July. 

The CUNA Credit Union Yearbook has been mailed 
to all credit unions, all daily papers in the United States 
and Canada, and a broad public relations list. It shows 
a net increase of 1,410 credit unions in the Western Hemi- 
sphere for 1956, reaching a total of 22,414. Membership 
rose from 9,930,627 to 11,428,958. Members’ savings 
reached $3,752,885,851, and loans outstanding rose to 
$2,980,249,229. The increase in savings was particularly 
impressive—$755,477,013 compared with $389,990,238 
for the year before. 


The Michigan Credit Union League’s yearbook shows 
28 


101 credit unions organized in the state during 1956. 
With a total of 953 operating credit unions, Michigan 
reports 48 with assets over a million dollars, and 44 more 
over half a million. The yearbook includes a wide range 
of information: a summary of the events of 1956; a 
directory of all credit unions with assets, membership, 
assets, loans and reserves; a list of chapter presidents; 
comparisons of state and federal chartered groups; and 
much other information. 

The Illinois Credit Union League’s yearbook shows 
1,403 credit unions now operating in the state, with 730,- 
000 members and $272,400,000 of assets. Home and 
business addresses are given for all league directors and 
employees, all chapter officers, and various other em- 
ployees and officials. A complete list of credit unions is 
included, with members, assets, loans and reserves. 


Dramatic example of savings growth 


ii YOU save $1,000 a year for fifteen years in a credit 

union that pays a 34% percent dividend, it will take 
you thirty-five years to draw out your savings at the rate 
of $1,000 a year! 

This dramatic fact is being used as the basis of a sav- 
ings promotion plan by the Sherwin Williams Employees’ 
Credit Union of Chicago. 

Tables used by the credit union show 

® that your savings plus dividends in fifteen years 
will amount to $19,973. 

® that after you have drawn out $15,000 in fifteen 
years, you will still have $14,170 left. 

Here are two tables the Sherwin Williams group has 
compiled to interest members in the investment possibili- 
ties of regular saving in the credit union: 

$1,000 SAVED ANNUALLY FOR FIFTEEN YEARS 


AMOUNT 
INVESTED 


$ 1,000 


YEAR END 


32% 
INTEREST SHARE TOTAL 
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$15,000 


$1,000 WITHDRAWN ANNUALLY FOR 15 YEARS 


WITHDRAWN /,% REDUCTION 
at YR. END INTEREST of PRINC. 
$ 700.00 
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Indiana League appoints 


Kilburn managing director 


Laurence B. Kilburn of Kensing- 
ton, Connecticut, has been appointed 
managing director of the Indiana 
Credit Union League. 
Active in the credit union move- 
ment for twenty-two years, Kilburn 
is a member of 
the Founders 
Club and has or- 
ganized approx- 
imately twenty 
credit unions. 
Indiana’s new 
managing direc- 
tor has had ex- 
perience on all 
levels of the 
credit 


SA 


union 
movement. He has been chairman of 
the supervisory committee of the 
Yale Lockmakers Federal Credit 
Stamford, Connecticut, 
president of the Stamford Credit 
Union chapter, which he helped or- 
ganize, a member and past president 
of the Connecticut Credit Union 
League’s board of directors, a na- 
tional director of CUNA since 1946, 
and CUNA’s vice-president for the 
northeastern district from 1955 to 
1957. 

Kilburn has been manager of the 
Enbee Employees Federal Credit 
Union of New Britain, Connecticut, 


Union in 
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and for several years has served the 
Connecticut Credit Union League as 
assistant managing director on a part- 
time basis. 


Missouri Adds Fieldman 


Walter G. Alcorn joined the field 
staff of the Missouri Credit Union 
League last 
March. His terri- 
tory is the city of 
St. Louis and ad- 
jacent areas. 

The new field 
representative has 
been active in 
the credit union 
movement for 
11 years. During 
that time he has served in various 
capacities as an officer in the St. 
George’s Parish Credit Union of 
Afton, Missouri. 

After attending the University of 
California at Berkeley and St. Louis 
University he held the position of 
sales manager for several large man- 
ufacturing concerns, spent a number 
of years with the United States De- 
partment of Labor and had an active 
part in the compilation of data that 
went into the make-up of the “Occu- 
pational Dictionary,’ used by indus- 
try for job classification. 


As regional analyst for the War 
Manpower Commission during World 
War II, Alcorn served industry over 
Later he headed 
the job evaluation section of the Cur- 
tiss-Wright Corporation. Just prior 
to joining the Missouri League, he 
was a staff accountant at St. Louis 
County Court House. 

Alcorn is married and has two 
children. 


IN THE MAIL 


Title I loans 
To the Editor: 

In regard to your article, “They 
Like Title I Loans,” there are two 
points that were not clarified. 

FHA Title I loans, in addition to 
permitting discounting of loans, also 
has a maximum rate of 9.7 percent 
annually, and our credit union han- 
dies the Title I loans the same as we 
do other credit union loans; that is, 
we charge 0.8 percent a month, which 
comes to 9.6 percent per year—under 
the maximum allowed by FHA. 

The other point that was not 
stressed in the article, and the main 
reason why our credit union decided 
to sign up with FHA, is the fact that 
our banking department will accept 
an FHA loan with the signature only, 
with no other security. Although we 
have a five hundred dollar unsecured 
loan limit, which at the time of issu- 
ance was the first in the state of Iowa 
with such a high limit, there are a 
number of individuals who are well 


a four-state area. 


FREE Credit Union Day Kit 


Full of ideas, plans and materials to help you make International Credit 
Union Day, Thursday, October 17, a big celebration in your community. 
A kit has been mailed to each league and chapter. If you want a copy, 
just mail the coupon. 


PUBLIC RELATIONS DEPT. 


Credit Union National Assn. 


free Credit 
Union Day 


Kit to: ADDRESS 


Madison, Wis. 


Hamilton, Ont. 











qualified for higher unsecured loan 
limits in our organization, and with 
the Title | loans we can now issue 
loans up to $3500 on a signature 
only. 

A. D. Schiff 

Des Moines, lowa 


Title I 
lo the Editor: 

I read with interest the July Bridge 
rticle on Title 1 FHA loans, which 
vas very fine and I’m pleased that it 
was issued, as there appeared to be, 
at least in the past, some reluctance 
within CUNA to talk or write about 
this type of loan. 

In the suggestions that could be 
failed to see 
iny reference to the fact that the note 
should be signed by all of the owners 


made to members, we 


of the property or, in respect to the 
credit union, the problem of security. 
As the Federal Credit Union Act re- 
quires security for loans over $400.00 
plus the member’s shares, under a 
litle One Loan, there is no security 
except the FHA insurance which does 
not meet the Federal Credit Union 
What solution 
included in the 


\ct requirement. 
should 
article? 
We believe that the article should 
have included a statement that Fed- 
eral credit unions cannot make this 
type of loan for more than three 
years, the limit established 
the Federal Credit Union Act. 
Wm. W. Pratt 


Harrisburg, Pa. 


have been 


within 


Where the supervisory authority 
does not accept FHA insurance, other 
security must also be offered by the 
borrowing However, it 
should be pointed out that this does 


riot mean the FHA insurance is value- 


member. 


less. It still protects the loan, even 
if secured in other ways. 


Government Loans Criticized 
lo the Editor: 
Your “More 


is a good one, but 


article Government 
Credit Coming” 
not for the small businessman. 

Let a small businessman try to get 
from the SBA if 
he does it will be on a worse basis 
than our loan sharks. They tell you, 
You should be ‘able to factor your 
accounts in New York at 13 to 14 
percent.” But that rate is only the 


be ginning ; 


i direct loan 


what with auditors’ and 


lawvers’ fees, before you get done, it 
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costs you 18 or 20 percent to bor- 
row from factors. 
it looks to me as if the small busi- 
nessman must organize some sort of 
state bank for small business, along 
the lines of the bank for cooperatives. 
The banks won’t help, and the gov- 
ernment makes it so tough for you 
that you cannot accept their terms. 
If you are interested in this prob- 
lem, take a look at S-2160, referred 
in May to the Senate Committee on 
Banking and Currency. 
Melvin H. Widerman 
Baltimore. Md. 


A message from India 
lo the Editor: 

Recently I had the privilege of at- 
tending the 23rd annual meeting of 
the Credit Union National Associa- 
tion, which has given me the great 
opportunity to learn about the organ- 
ization in great detail. I think and 
hope, too, that my experiences at the 
CUNA meeting will prove to me and 
my country of greatest help for years 
to come. 

| had no idea that in a country 
where there is an advanced competi- 
tive economy, such a magnificent suc- 
cess could be achieved by an organi- 
zation working on cooperative prin- 
ciples. The shadows of its success 
have been cast not only on United 
States but all over the western hemi- 
sphere. Multiple activities of the or- 
ganization are expanding day by day 
to help the people build up better 
communities and a happy life. 

Credit unions are democratic in 
action, so distinct from what com- 
munism draws 
people by promises of complete eco- 
nomic security, and to accomplish 
this would put all control in the hands 
of the state. It breaks down people’s 
confidence in their ability to handle 
their own affairs, who ultimately sur- 
render their freedom of action to the 
state. 


does. Communism 


The credit unions are truly 
democratic and, so far as I think, 
they are an outstanding example of 
what free and independent people can 
do when they work together. 

The first cooperative organization 
in India was established in my home 
town, Baroda, and this institution is 
still working. Shri B. J. Patel, Hon. 
General Secretary of the All India 
Cooperative Union, recently paid a 
visit to the States for the study of the 
cooperative movement of this great 
nation; and he found, in comparing 


the movement of the two nations, that 
one of the weaknesses of the Indian 
cooperative movement is that its co- 
operatives lack sufficient funds, and 
this is due to the reason that atten- 
tion to this important factor of econ- 
omy is not given. 

However, | am proud to say that 
the objectives of CUNA are not new 
to India. In fact, this type of activity 
was in India longer than two or three 
thousand years ago. It was known as 
chiranidi. The research about chira- 
nidi was done by the civil officer of 
Madras, Mr. 


Necalson, when he was in Germany. 


the government of 


The details about chiranidi can be 
found in the report which Mr. 
Necalson submitted to the govern- 
ment of Madras. 

In spite of all this, our movement 
suffers a lot, and the reason is that 
we have lost the way. Credit Union 
National Association can help us to 
a great extent by bringing us back 
to our lost path. 

Jayant Patel 


Quick Work 
To the Editor: 

On the evening of May 2, 1957, a 
crew of six men under the supervision 
of our treasurer, Victor Fifer, proc- 
essed 228 loans and signed up 228 
members in less than two hours. 

This was done in conjunction with 
an attendance drive and give-away 
program of our parent body, King 
Solomon Lodge No. 514, Knights of 
Pythias. 

I believe the boys deserve a plug 
for a job well done. 

Lou Wishnick 
Brooklyn, New York 


Sees Brazen Selfishness 
To the Editor: 

The article, “Bankers’ study urges 
control on everybody but bankers,” 
in the April issue was like a red flag, 
saying, “Stop! You've gone far 
enough!” 

The recommendations of the New 
York bankers to restrict the opera- 
tions and expansion of credit unions 


points up the increasing tempo of 


the attacks being made not only 


against credit unions, but against all 
cooperative effort. 
Among the various proposals of 


the New York bankers to restrict the 
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{wersatile and economical,too] 


It’s downright satisfying to watch a Burroughs Sensimatic fly 
through even your most complex accounting jobs, move nimbly 
from job to job, rack up big savings in time and effort all the while. 


The Sensimatic’s exclusive sensing panel is the key to this 
advanced performance. One panel guides the Sensimatic auto- 
matically through four jobs. To switch from job to job, you 
merely flick a knob. And Sensimatic does the rest—swiftly, 
accurately, thoroughly —taking on many decisions and motions 
for the operator. Additional slip-in panels make it possible to 
do any number of jobs. 


What about major changes in your accounting setup over the 
years? With the Sensimatic, you don’t change machines—merely 
the panels. There’s no obsolescence. 


Available in six series, 2 to 19 totals, there’s a Sensimatic just 
for you. Call our nearby branch for a demonstration. Burroughs 
Corporation, Detroit 32, Michigan. 
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BURROUGHS 
SENSIMATIC 
ACCOUNTING 
MACHINES 


“Burroughs” and “Sensimatic””— Reg. 'T’M’s. 





operation of credit unions, the one 
requiring higher rates of liquidity 
amazes me. The utter temerity of the 
bankers in making such a suggestion 
goes clear beyond any power of 
logical comprehension; it can only 
spring from brazen selfishness. 

In June 1929 there were 25,110 
banks operating in the U.S. By June 
1933 there were only 14,519 banks 
left in operation. What is the reason 
for this terrifically high rate of bank 
failure? It is the manner in which 
our money is brought into circula- 
tion by our private 
banks, based upon debt. 


commercial 


Let’s face the facts squarely; com- 
mercial banks are the only financial 
institution in this whole land privi- 
leged to loan a dollar which no one 
else has saved. This synthetic type 
of money, created by commercial 
bank fountain pen ink, explains the 
terrific number of bank failures be- 
tween 1929 and 1933. It is also the 
reason why the banks have the lowest 
liquidity ratio of all the various 
financial institutions, bar none. This 
is why our national government must 
stand behind them and pick up the 
chips whenever they cannot pay their 
own obligations. 

Robert G. Gross 
Scottsbluff, Nebraska 


Amend the Federal Act 
To the Editor: 


We wish to add our voice in pro- 
test against the unfairness of the fed- 
eral credit union law governing loans 
to officials. 


Some of the letters printed on this 
matter have placed emphasis on the 
use of central credit unions as a solu- 
tion to the problem, but that is not 
the solution. It is only a makeshift 
arrangement to alleviate an unfair 
situation. The revision of the Federal 
Credit Union Act is the only true 
solution, and we think it is high time 
something was done along these 
We believe CUNA and the 
various leagues should give this sub- 
ject top priority and make a con- 


certed effort to get something done 
and soon! 


lines. 


Credit unions are true democratic 
organizations, and as such should 
treat all members equally. Why 
shouldn’t the officials of a federal 
credit union be governed by the same 
rules and regulations regarding loans 
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that apply to the general membership 
of that credit union? 


Although we are not familiar with 
the regulations governing state-char- 
tered credit unions in other states, we 
can say that here in Ohio the rules 
governing loans to officials of state- 
chartered credit unions are much 
more liberal than those of federal 
credit unions. We might add that the 
state-chartered credit unions in our 
state are growing and prospering in 
the same, if not greater, degree as 
federal credit unions. 

In conclusion, we suggest that 
CUNA or The Bridge send out a 
questionnaire to all federal credit 
unions on this question, so that a 
more complete sampling of opinion 
can be obtained. 

G. Marti 
A. E. Kuchta 
Cleveland, Ohio 


Better annual meetings 
To the Editor: 


It has been my observation that 
our credit union annual meetings are 
not keeping up with the times. 

Specifically, many credit unions 
are trying to get members to the 
annual meeting by imitating the TV 
shows that their members watch. 
Then they wonder why the members 
don’t come. 


I believe the meeting should be 
based on real credit union material. 


We can’t out-TV TV! 
Howard Drew 
New York City 


COMING EVENTS 


August 5-10—CUNA and _ affiliates’ 
quarterly meetings, Loraine Hotel, Mad- 
ison, Wisconsin. August 8, 10 a.m., joint 
meeting. August 9, 10 a.m., CUNA Mu- 
tual Board; 2 p.m. CUNA Supply 
Board. August 10, 9 a.m., CUNA Execu- 
tive Committee. 

September 27-28—Regional public re- 
lations conference, sponsored by CUNA 
and Kansas Credit Union League, Town 
House Hotel, Kansas City, Kansas. 

September 27-28— Wisconsin Credit 
''nion League annual meeting, Schroeder 
iutcl, Milwaukee. 

October 45—Indiana Credit Union 
League annual meeting, Sheraton Hotel, 
French Lick. 

October 5—Maine Credit Union League 
annual meeting, Eastland Hotel, Portland. 

October 17-19—Florida Credit Union 
League annual meeting, San Juan Hotel, 
Orlando. 


October 31, November 1-3—California 
Credit Union League annual meeting, La- 
fayette Hotel, Long Beach. 

November 21-24—Missouri Credit Union 
League annual meeting, Hotel President, 
Kansas City. 

January 26—Utah State Credit Union 
League annual meeting, Hotel Utah, Salt 
Lake City. 

March 6-8—North Dakota Credit Union 
League annual meeting, Memorial Build 
ing, Jamestown. 

March 6-8— Ontario Credit Union League 
annual meeting, Royal York Hotel, Toronto. 

March 15—Connecticut Credit Union 
League annual convention, Hotel Statler, 
Hartford. 

March 21-22 


ion League 


Rhode Island Credit Un- 
annual meeting, Sheraton 
Biltmore Hotel, Providence. 

April 10-12—Oklahoma Credit Union 
League annual meeting, Tulsa Hotel, Tulsa. 

April 11-12—District of Columbia 
Credit Union League annual meeting, Hotel 
Statler, Washington. 

April 11-12—TIIlinois Credit Union 
League annual meeting, Sherman Hotel, 
Chicago. 

April 11-12—lowa Credit Union League 
annual meeting, Savery Hotel, Des Moines. 

April 11-12—Virginia Credit Union 
League annual meeting, Hotel John Mar 
shall, Richmond. 

April 18-19 
League annual 
Hotel, Denver. 

April 18-19—Massachusetts CUNA As 
sociation annual meeting, Hotel Somerset, 
Boston. 

April 24-27—Ohio Credit Union League 
annual meeting, Deshler Hilton, Neil House 
and Columbus Memorial Hall, Columbus. 

April 25-26—Alabama Credit 
League annual meeting, Mobile. 

April 25-26—Michigan Credit Union 
League annual meeting, Civic Auditorium, 
Grand Rapids. 

April 25-26—Minnesota Credit , Union 
League annual meeting, Duluth Hotel, Du- 
luth. 

April 25-26—Nebraska Credit Union 
League annual meeting, Lincoln Hotel, 
Lincoln. 

April 25-26—Pennsylvania Credit Un- 
ion League annual meeting, Penn Harris 
Hotel, Harrisburg. 

April 25-27—Kansas_ Credit 
League, Broadview Hotel, Wichita. 

April 25-27—Louisiana Credit Union 
League annual meeting, Monteleone Hotel, 
New Orleans. 

April 25-27—Hawaii Credit Union 
League annual meeting, Hawaiian Village 
Hotel, Honolulu. 

May 23-25—South Dakota Credit Union 
League annual meeting, Lawler Hotel, Mit- 
chell. 

June 20-21—Washington Credit Union 
League annual meeting, Davenport Hotel, 
Spokane. 


Credit Union 
Shirley-Savoy 


Colorado 
meeting, 


Union 


Union 


CLASSIFIED 


Education and promotion specialist wanted by 
Wisconsin Credit Union League. Send appli- 
cation and full description of qualifications to 
2439 W. Hopkins Street, Milwaukee 6, Wis. 
GENERAL MANAGER WANTED by large 
credit union located in South. Salary $6,500 
per annum. Applicant must have broad ex- 
perience in credit union movement; be able 
executive and planner. Write Box A34. 
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Operation Impact is a plan of 
action—a dynamic program of 
ideas, tools, and ‘‘how-to’’ 
materials that credit unions can 
use for their own growth and 


development. 


Operation Impact is already 
under way. Its goals and objec- 
tives have been adopted by the 
Board of Directors of CUNA 
Supply Cooperative, with the 
support of credit union leaders, 
The full-scale plan will be avail- 
able later this year— sponsored 
by CUNAand CUNA Supply, 
and put into action through 
the Leagues! 
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WHAT PROGRESS HAS BEEN MADE? 


this much has already been accomplished 


OFF THE PRESS 


A Prospectus or formal 
statement of the program 
for distribution to Na- 
tional Directors and to 
officers and directors of 


BEING DEVELOPED 


A portfolio of new mem 
ber educational materials 
for use by credit unions 
which want to establish 
permanent communication 


Leagues. 


NOW BEING 
PRODUCED 


All of these new credit union pro 
gram aids: 


TARGET SHEET 


To find ovt what your credit union's 
potential is in respect to 
members, loans, shares, 
and income. 


SEVEN STEPS 


A folder summarizing 
seven progress steps a 
credit union can take to 
reach full membership 
and full service. 


RATING SHEET 


A self-check analysis leaflet to show 
you how your credit union may look 
to the people in your field of mem- 
bership. 


PLANNING BOOK 


A detailed list of credit union 
growth problems, and a check list 
of answers which you can select 
and use to build a bigger, more ef- 
fective credit union. 


with their fields of mem- 
bership. 


SAMPLE BOOKS 


Samples of new, fresh materials for 
use in carrying the credit union 
“word” to your people. 


CATALOG LISTING 


of CUNA Supply Cooperative edvu- 
cational materials for building oa 
long-range permanent member edu- 
cation program. 
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‘CAT BIGELOW-SANFORD 
CUNA MUTUAL HAS 
PROTECTED MORE THAN 

$7 MILLION IN LOANS TO OUR 
CREDIT UNION MEMBEBRBS.?? 


MICHAEL T. LIUCCI 


Treasurer, Bigelow-Sanford 


Federal Credit Union 


“In its eleven years, Bigelow-Sanford 
Federal Credit Union has loaned its 


members more than $7,000,000! 


Every cent of this was covered — 


JEAN DESSERT... 


against the borrower's death or dis- 
“Shortly after | borrowed over $300 from our credit 


union, one of my legs became paralyzed. | could no 
longer work, and a long recuperation period was 
advised. My wife was confined to a wheel chair and 
could not supplement the family income. But my 
debt to the credit union was marked’ “paid-in-full” 
thanks to CUNA Mutual’s Loan Protection Insurance. 
Both of us are immensely grateful for CUNA Mutual's 
wonderful protection.” 


ability — by our Loan Protection 
insurance with CUNA Mutual. That 


represents a lot of widows and 


co-signers who were guarded against 


ROSE A. FIORE... 


sudden and heavy debt! We count 
My husband died a few months ago, leaving me with 


a credit union debt of over $500. | knéw this ob- 
ligation could not be paid without jeopardizing my 
family’s security. Then CUNA Mutual came through! 
| was informed that its Loan Protection Insurance 
had cancelled the debt and that its Life Savings In- 
surance had matched our share savings account! CUNA 
Mutual has helped me to begin again, free of financial 
worries. Many thanks to a splendid organization.” 


on CUNA Mutual’s Life Savings 


Insurance, too, to swell the $1,000,000 


in shares our 2500 members hold.” 


CUNA MUTUAL 
INSURANCE SOCIETY 


BERNIECE A. MAYO... 


“The day my husband took out a credit union loan 
for $1,000, he told me that CUNA Mutual's Loan 
Protection and Life Savings programs give the best 
protection on credit union loans and savings. The 
following day he was stricken with a fatal heart 
attack. His earlier remark certainly held true, for 
CUNA Mutual, working through our credit union, paid 
off our loan in addition to matching dollar for 
dollar our share account with Life Savings Insurance 
My heartfelt gratitude goes to CUNA Mutual for 
sponsoring a program which gave financial security to 
my family.” 
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Serving Credit Unions 





of the Western Hemisphere 


